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BANKING SYSTI]M
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Timc : 'l hree tlours] [MaximLrm Marks:70
Notc r-(l) Attempt ALL qucstions.

(2) Figures to the righr indicare marks.

SECTION-A
L (a) The term 'Merchaflt Bank' is used to denote a bank that is not a mcrchant somctimcs for

a merchant who is nol a banker and sometimcs for a business house that is neithcr a
merchant nor a bank. Discuss. 14

OR

(b) ''Ihe banking sector is the lifeline ofany modern economy. lt is one ofthc imponant finaniial

Pillars ofrhe financial system which plays a vital role in the success ofan economy.'In thc

light ofthis statemcnl explain in detail the various functions performcd by Commeroial Bank.

14

Sf,CTION-B
2. (a) tlow does a bank make a profit on loans ? l)iscuss the importance ofloans in attracting a

borrower's othcr busincss with a Financial lnstitution. 7

(b) A Limited Company manufacturing plastic goods (Consumer's items), approachcs you as a

Banker for an advancc of Rs. 2 lakh against hrlothecation of raw malcrials, linished goods

and stock in-proccss. What prccautions would you take as a banker in ganting this ad!"nce ?
'7

OR
(c) 'lvhat do you undcrstand by the term bank management ? What are the objectives ofbank

management ? Ilxplain. 7

(d) 'r.Novel Bank Pvt. Ltd.' is onc ofthc leading private sector banks in the country. The bank

management has decided to siart a new branch in your city. Suppose you are working in

planning department as a Senior Managct what faclors you will considcr lbr sctting up of
a new branch ? 7
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(a) What do ),ou undcrstand by agricultural crcdit ? Explain thc signilicancc ofagricultural crcdit.

7

(b) A farmer has disburscd a loan of lls. 20,000 for cullivation of Soyabcan in his 4 acrcs of
land. A few wccks latcr duc to hcavy rains thc orop was damagcd cxtcnsivcly. Under the

circumstanccs thc farmcr approachcd thc bank for an additional loan of Rs. 5,000 for
retransplating Soyabca.n seedlings. As an agriculturc financc olliccr whal will b€ your decision

for this proposal ? 7

OR
(c) What is meant by Industrial Finance ? Explain the importancc and objcctivcs of Industrial

Finance. 7

(d) Nikhil, a young boy runs his ou.n business of 'Crah Udyog'. IIe wants ro purchasc ncw

machinery and equipments for his business. Suggest for getting this Financial Assistance to

whom he should approach ? Also elaborate the other sources available to \ikhil to gct this
tndustrial Finance. 1

sEcTtoN--c
(a) What do you understand by the term CRM ? Explain the importance of CRM in banking

sector. 7

ft) 'Banks are changing, their business is changing, their ownership panem is changing, and the

way they are managed is changing.' In the vie\\ of this statement discuss about the new

ucnds in banking sector in India. 7

OR
(c) What is Manpowcr Planning ? Explain thc objectives ofmanpowcr planning in Commcrcial

Bank. 7

(d) Suppose you are working as a markering manager in leading Privatc Sector Bank. A bank

management has decided to launch a new saving scheme called 'Sanchayan Yojana'. As a

marketing manager how would )ou promote this scheme in the markel ? Givc your marketing

plan in this rcgard. 7

sEcrIoN-I)
Banks.re unique financial intermediaries as &ey are highly leveraged which puts them in control

ofvery large volume ofPublic Funds. They also administer the payment aDd settlcment syslem

which is the backbone ofany economv. Banking is the business of moncy where high risk is
involved. Deregulation and globalisation have intoduced new typcs ofrisks. Risk may bc dclined

as an exposue ofto a transaction with loss, which occure with some probability and which can

be expected, measured and minimised. An element of risk is inhcrcnt iD thc banking operations.

.+

)
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Banks havc to manage and balance risk. BaDks are now involved in a variety ofactivitics from
basic lcnding to trading complex instruments, engaging in off-balance sheet transactions and have

vcnturd in new markets, which have incrEas€d the risk management challenges. fusk Marugement

Systcm is impotunt for Indian Banks in the reforms era. Volatility has increased and margins havc

squeezed and hencc, if banks do not have a cushion against losscs, thcy may face a problcm of
suwival. Thus, risk management is nccessary to cnsurc sormd, smble and efficicnt banking systcm.

Risk Managemcnt involves identificatioru, measuemens, monitoring and conuolling dslls !o optimise

dsk-reward trade-off

Risk Management in Irdian Bar*s was undertaken to comply with the RBI guidelines. Banks

use a variety oftools to manage th€ir risk which include hcdging the credit risks by resoning to

restricting iesh exposues, outright sale ofan existing frud base exposure, obtaining credit guarantee

cover, and more recently securitisation. Banks have adopted asset liability mana&ment and stess

testing as a tool ofrisk management.

l. Analysc thc case study. 3

2. What are the objectives ofRisk Managemcnt ? 3

3. 'Risk Management is the major function ofa commercial bank.' Do you agree with this

statement ? Justifo your answer. 4

4. What are the different risks a commcrcial bank faces ? 4
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