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1.

In the light of the competitive issues in banking, explain the following. Support your answer by providing some relevant empirical studies conducted so far and their broad conclusions. 

i. The structure conduct performance (SCP) and the relative efficiency models in banking

ii. Contestable banking markets 

iii. Pricing non-pricing characteristics in banking

2.

Efficient risk management is vital to the profitability and survival of the banks. However the risk faced by the banking industry is enormous and its focus is constantly shifting. It has changed from mere liability management to the extensive use of complex financial instruments such as financial derivatives. Two such risks of great importance are interest rate risk and market risk. Briefly explain these two risks and the approaches used in modern day banking industry to minimise the impact of these risks. 

3.

The UK banking system has undergone a substantial structural change in the last 25 years. Briefly explain the main feature of the British banking system, major trends and new prudential regulation introduced in the system during the last two decades.

4.

a. Regulators, bank mangers, auditors, shareholders and the general public share a common interest in the efficient and smooth functioning of banks and information on what causes a bank to fail. Critically explain the main causes of bank failure in the following banks.

i. Bank of Credit and Commerce International (BCCI)

ii. Barings

iii. Johnson Matthey Bankers

[60% of question marks]

b. As a regulator what proposal would you like to be put in place to avoid such failures in the future?

[40% of question marks]
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