ECON 454 ECONOMICS OF BANKING AND MONEY

CLASS TEST 2 

 06/01/2009

Time: 20 minutes


Answer any ONE questions.

Q1. Banking sectors need to be closely monitored through stringent prudential controls in order to operate efficiently.  Without effective regulatory influence, banks take excessive risks, which are almost always detrimental to society. Discuss the validity of the above statement in the context of the advantages and disadvantages of prudential control and regulation in banking industry. 
Q2. Credit risk techniques are probably among the best –developed tools available to bankers and they have long experience of assessing and managing this risk. 
The credit risk analysis departments usually use two types of methods.

1. Qualitative

2. Quantitative

Explain these two methods by giving examples to support your arguments.

NB: This class test is a formal part of the unit assessment (accounts for 5%). 
