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THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
6th Banking Professional Examination, 2025
AIBB ) |
Treasury Management in Financial Institutions (TMF])

SubjectCode: | 2 | 0 | 6

‘Time--3 hours
Full marks—100
Pass marks—45
[N.B. Yhe figures in the right margin indicate full marks. Answer the_
questions as mentioned in dl/fei ent paris.
Part A .
(Answer any two questions)
 Marks—-20x2=40

Marks

l. (@) What arc the key features of fixed income securitics? Briefly 3+7=10
describe the Government sccuritics market in Bangladesh.
(6) Briefly describe the risk manag,cmcnt structurc of a bank. 4+6=10
Explain alternative hedging strategies for banks thal are -
cxposed to high interest rate risk. -

2. (a) What do you understand by integrated tredsury? Brlcﬂy 4+6=10
describe the functions of integrated treasury.

(b) What is moncy market? Bricfly describe the money marl\et 3+7=10
products in the context of Bangladesh.

3. (a) Define exchange rate with example. What are ‘the reasons for 3+7=10
exchange rate fluctuations? Discuss.

(b) Whatare the major fmcign'cxchangc risk? Explain with examples. 10

4. (a) What is ALCO mecting? What should be the key dgcndas of 3+7=10
-ALCO meeting?

(b) Decfine derivative. Briefly describe the four mdjor typcs of "+8 ‘10
derivative contracts. '
Part B
- (Answer any one question)
Marks---10x1=10

5. (a) A treasury bond with 12% coupon rate has 15 years of maturity. 6
Coupons arc paid semi-annually. If the required yield is 10%
compute the price of the bond for Tk. 1,000-00 face value.

(h) In the interbank money market, Bank ‘Alpha’ has borrowed 4
Tk. 1 million from bank ‘Delta’ for 14 days. The overnight
borrowing rate was 10%. Determine the total repayment amount
for bank *Alpha’ on the maturity of this money market deal.

[Please turn over



Marks

6. (@) Determine cross exchange rates, considering the quotation below :
(i) USD/IPY : 14375
uUsSb/sDT : 12231 .
+ Calculate JPY/BDT rate.
(if) USD/CAD :1-39
GBP/USD : 1-32
Calculate GBP/CAD rate.

() The Ausmo Group is an Australian company that reports its
financial statements in Australian Dollar (AUD). The company
conducts its business in USA in USD. The USD/AUD exchange
ratc was 1-50 when the company prepared its half-ycarly financial
statement. However, .the USD/AUD -exchange rate is currently
1:20 when the company reports its year-end result.

[s it an cxample of translation risk, economic risk or transaction
risk for Ausmo Group? Explain briefly.

Part C— Problem-Solving
(Solve any one case.) .
: Marks—20x1=20
7. Case 1 : Basel III implemcntation of a bank. -
Case Scenario : ‘
‘ABC’ Bank is a 4th generation schc,dulcd commcrcnal bank in Bangladesh,
engaged in retail banking, corporate bdnkmg: and investment banking.
T hc bank has bcen facmg (.hallengts in maintaining capital adequacy
and liquidity due to increasing Non-Performing Assets (NPAs) and
volatile market conditions. lo strengthen its tmancnal stability and
comply with global regulatory standards, the bank has decided to
implement the Basel 1l framework fully, issued .by the Basel
Committee on Banking supervision. .
Recent data regarding Basel 111 for the bank arc as follows :
() CET 1is3-5%, Tier 1 Capital is 5%, Capital to Risk (weighted) Assets
Ratio (CRAR) is 7% and Capital Conscrvation Buffer (CCB) is 2%.
(if) Leverage Ratio is 2-5%. ;

(iii) L. |qu1dlly Coverage Ratio (I.CR) and Net Stable Funding Ratio

(NSFR) is 90% and 101% respectively.
As an expert, you are required to analyze how ‘ABC’ Bank can adopt
Bascl 111 principles to enhance Capital Adequacy, Liquidity Standards
and its effective risk management-—addressing the following questions :
(a) Considering the above data, what are the potential challenges
ABC Bank may face in implementing Basel [l fully?
(b) Why leverage Ratio and Liquidity coverage Ratio are critical for
the bank?
(¢) How do Capital Conservation Buffer (CCB) and Couatercyclical
Capital Buffer (CCyB) help in economic downturns?
(d) How can the bapk strengthen its capital base? Briefly discuss.
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8. Case 2 : Bank Merger
Casc Scenario : :
A dcvclopinn country, Deltaland, is looking to strengthen its banking
sector and improving financial stability. Some key features of the
banking scctor of Deltaland arce as follows :

(a) The number of banks arc very large comparing to the size of the
cconomy and the similar ecconomics in the region. Hence, the
market is highly competitive. ’

(b) Some banks have been kept under the Prompt Correcllvc Action

(PAC) of the Central Bank for mountmg losses and Non-
Performing Loans (NPL).

(¢) The industry as a whole has been suffering for high NPL,

fragmented market share, unhealthy completion and lack of good
governance in some banks.
The government and -the Central Bank have rccently decided to
merge some of the banks. It has been decided that Bank ‘B’ will be
merged with Bank ‘A’ and continue services under the title of Bank
‘A’, some key mdlcatms of the two banks are given as follows :

[Flgures arc in million local currency|

Bank A Bank B

Deposit - . 5,000 3,000

[.oans and Advancc 4,250 - 2,700

NPL 8% ] 20% _

Provision against NPL. Nodeficiency  Notable deficiency

Branch Network Limited - Wider network across the

. : , country
Deposit mix Mostly short term  Mostly medium and long term
Business | Retail focused Retail focused, but has some
’ . ol large corporate clients

Profitability Profitable with . Incurring losses with high

increasing trend  NPL. _
~ Regulatory oversite ~ N/A " Under PCA due to losses

and high NPL
- Task :
" As a banking professional, cvaluate the proposed policy decision by
analyzing the given scenario. The contexts are :

(/) Calculate the NPL rate of the merged bank ;
(i") What challenges will Bank A face after the merger?
(iif) What synergies and benefits might be availed from the merger?

(iv) The proposed merger may or may nol bring the C\pcclcd
outcome. Bricfly explain.
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Part D — Understanding Terminology
Marks—2x5=10

9. Compare and contrast between any five out of 10:
(/) Bid Rate vs Ask Rate ;

(i) Repo vs Reverse Repo ;

(iif) Bull market vs Bear market ;
(iv) Primary Dealer (PD) vs Authorised Dealer (AD) ;
(v) Call option vs Put option ;
(vi) Treasury Bills vs Treasury Bonds ;

(vii) TT clcan rate vs BC sclling ratc ;

(viit) Hedgers vs Speculators ;
(ix) Direct Quotation vs Indirect Quotation ;
(x) Current Account vs Capital account.

Part E— Short Question
Marks%Zx 10=20
10. Bricfly answer the following qudstiohs :
(/) What is Cash Reserve Ratio (CRR)?
(if) What do you undecrstand by commo-dity derivatives?
(iii) What is translation risk? -
(iv) Who are the participants of inter bank moncy markct‘7
(v) What is the key objectives of transfer pricing?
(vi): What is Advance to Deposit Ratio (ADR)?
(vii) Why banks fix limit to their treasury/fonex operation?
(viii) What is a Contingcn_cy-l"unding Plan (CFP)?
(ix) What is SOFR? :
(x) What is the concept of Chincse wall® in Treasury Management?
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