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THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
6th Banking Professional Examination, 2025
) JAIBB
MONETARY AND FINANCIAL SYSTEM (MAFS)

Subject Code : 1 011

Time—3 houfs
Full marks—100
Pass marks—45

[N.B. The figures in the right margin indicate full marks. Answer the questions as mentioned in dﬁ’renl parts.]
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Part A—Broad Questions
(Answer any two questions)
Marks—20x2=40
Marks
What is money? Discuss the ‘Quantity Theory of Money’—it’s implications and limitations.  2+8=10
Explain the relations among nominal rate of interest, real rate of interest, and inflation. 4+6=10
Discuss the ways a central bank can control high inflation in the economy.

State and explain the functions of financial system in a modern economy. List key 6+4=10
differences between banks and NBFIs.
Mention the advantages and disadvantages of mobile payment system. Describe e-money 6+4=10
and list the popular forms of e-money.

Differentiate between monetary system, financial system, and payment system of a country. 6
How microfinance is different from microcredit? What roles, in your opinion, should 3+6=9
Bangladesh Stock Exchange Commission (BSEC) undertake to foster a vibrant secondary

capital market in Bangladesh.

“‘Central bank’ is the lender of last resort”—Please explain. 5

What are the investment products of Islamic banks? Explain the key features of those 2+8=10
investment products.

List three key Shariah Principles adopted by Islamic banks in delivering their products 3
and services.
Define financial development. Corruption may undermine FDI even when the financial 24+5=7

sector is developed—Do you agree with this statement? Explain.

Part B—Mathematical Problem
(Answer any one question)
Marks—10x1=10
Consider a coupon bond that has a Tk. 1000 par value and a coupon rate of 10%. The 5
bond is currently selling for Tk. 1200 and has 5 years to maturity. What is the bund’s
yield to maturity?

What is the price of a perpetual bond that has a coupon of Tk. 100 per year and a yield to 5
maturity of 5%?

Find the current market price of ABC Stock assuming dividends grow at a constant rate 5
of 10%. The most recent dividend paid, Dy = Tk. 10 and the required return is 12%.

A preferred stock with a face value of Tk. 100 pays Tk. 5 per year as dividend to its 5

investors. The required rate of return on similar issues is 4-5%. What is the approximate
intrinsic value of that preferred share?
Part C—Problem Solving
(Solve any one case)
Marks—20x 1=20

Case-1 : Hyperinflation in Arcadia-war and the collapse of monetary control.

Background : Arcadia, a developing nation rich in minerals, has been engulfed in a brutal
civil war for 2 years. The internationally recognized government controls the capital and
major ports but lost significant territory, including key agricultural regions and oil fields, to
rebel forces. The Central Bank of Arcadia (CBA) is struggling to maintain economic stability.
Inflation, already high at 25% annually pre-war, has sky rocketed to 180% year-over-:-ear.
The currency, Arcadian Peso (AP) has collapsed on foreign exchange market, losing 70% of
its value against the USD since the conflict began. Government faces massive war
expenditure while tax revenue has plummeted due to territory loss and economic disruption,

Problem : Governor of CBA convens an emergency meeting. The Ministry of Finance
demands the CBA to finance a massive,new AP 500 billion war-bond issuance (equivalent to
roughly 15% of pre-war GDP) directly as private markets are unwilling to lend to the
Government at sustainable rates. Failure to fund this could mean the collapse of the milita
front within months. However the Governor knows the direct monetization of the deficit ws?l,
almost certainly accelerate inflation.

[Please turn over



The CBA Governor presents her tecam with the latest monctary data :
Monctary Aggregate (May 2025 Vs. May 2024-AP Billions)

Aggregatc Description May 2024  May 2025 % Change
M, Currency + Reserves 80 320 300%
M, Currency + Demand deposits 200 350 75%
M, M, + Savings deposits - Time deposits 500 1200 140%

Questions :

(i) What do the Aggregate indicators reveal about the specific impact of the war on
Arcadia’s monctary system and the potential drivers of hyperinflation?

(ii) Explain the dircct link between the government’s need to finance the war and the cxplosion
ol monctary basc (M;). Why is the Ministry of Finance forcing this action on the CBA?

(iii) Why has M,, grown much faster than M;? What docs this imply about the behavior of
banks and the public? Why has M, growth significantly outpaced M, growth?

(iv) If the CBA agrces to directly finance the AP 500 billions war-bond purchasc; what
would be the immediate cflect on My? What arce the likely consequences for inflation,

and real cconomic activities within the next 6-—12 months?

8. Casc-2 : Irom Cattle to Crypto : How moncy powers Modern Economics.
Background :
Kcnya, a rapidly growing cconomy in Last Africa, has undergone a significant financial
transformation duc to the risc of mobile money platforms, such as M-Pesa. M-Pesa operates
through smart phones and an extensive agent network, allowing customers with an cligible
cell phone and SIM to transact with their phones and in cash at agent locations. Customers
can send and reccive local and domestic payments, pay bills, save, and get credit. In rural
arcas, people traditionally used barter systems or cven livestocks as a form of cconomic
cxchange. With technology, the country has increasingly shifted towards digital moncy.
Mobile moncy users increased tremendously from 10 million in 2010 to 32 million in 2020.
Bank account usage increascd from 25% to 82% over the same period.
Problem :
To analyzc how the core functions of money operate in a modernizing cconomy, and how
docs the shift from traditional to digital money cnhancc or challenge these functions.
Questions :
(i) Outline the four functions of moncy in Kenyan casc—during the barter system and now
in the digital age.

(ii) Could Kenyan model work in other developing cconomies? What factors are essential for success?

(iii) What are the risks if pcople losc their trusts in the value of mobile or digital moncy?

(iv) How might inflation affect the functions of money in this (digital) system?

Part D—Understanding Terminology
(Answer any five questions) )
i Marks--2x5-:10
9.  Comparc and contrast (any five) :
(i) Hyper-inflation Vs. Stagflation
(ii) Current account Vs. Capital account of Balancc of Payment
(iii) Credit card Vs. Debit card
(iv) Moncy market Vs. Capital market
(v) Mobile banking Vs. Internet banking
(vi) NPSB Vs. BEIFI'N
(vii) Stock Vs. Bond
(viii) Foreign Direct Investment Vs. Foreign Portfolio Investment
(ix) Regulation Vs. Supervision
(x) Conventional Bond Vs. Islamic Sukuk Bond

Part k—Short Questions
(Answer all the questions)
Marks - 2x10-20
10. Bricfly answer the following questions :
(i) What are diffcrent kinds of moncy mentioned in the monctary system?
(i) List two functions of moncy.
(iij) What docs BI'I stand for?
(iv) Give an example of a primary market.
(v) Distinguish between direct and indirect finance.
(vi) What are some risks in electronic fund transfer?
(vii) Whatis *demand for money*?
(viii) Name two regulatory bodics apart from Bangladesh Bank.

(ix) Listtwo functions of non-bank fi ial instituti in Banegladesh.
() What is CAMIE1 $7 inancial institutions in Banglades
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