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TIME: 2 HOURS 
GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 

This is a closed book examination. Text book/Reference books/notes are not permitted. 

SPECIAL INSTRUCTIONS 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2. Answer Question One and ANY other TWO questions.
3. Questions in all sections should be answered in answer booklet(s) 
4. PLEASE start the answer to EACH question on a NEW PAGE.

5. For the questions, write the number of the question on the answer booklet(s) in the order you answered.
6. Write on both sides of each leaf and indicate number of each question at the top of each page.

7. Write the answers in a paragraph form unless stated otherwise. 
8. Marks allocated to each question are shown at the end of the question. 
9. All rough work must be done on the answer booklet and crossed through!

10. Use supplementary pages only when you have exhausted those in this book

11. Fasten the supplementary pages to the inside back cover of this booklet.

QUESTION ONE: COMPULSORY (30 MARKS)
a) Examine five main roles of an investment bank.



(10 marks)
b) Your brother recently graduated from RU and started a small business that is growing steadily. He is interested in saving for his retirement but can only afford to raise KShs. 2,000 per month. Explain to him five benefits of using mutual funds for his investments.










(10 marks)
c) Evaluate five benefits of the Nairobi Securities Exchange to the Kenyan economy.











(10 marks)
QUESTION TWO (20 MARKS)

a) Explain five key features of corporate bonds.



(10 marks)

b) Evaluate five main instruments traded in the money markets. 

(10 marks)
QUESTION THREE (20 MARKS)

Distinguish between the following pairs of terms as used in financial markets:

a) Money market and Capital market.





(4 marks)

b) Primary market and Secondary market.




(4 marks)

c) OTC market and Organized exchange.




(4 marks)

d) Stock broker and Securities dealer





(4 marks)

e) Direct finance and Indirect finance.





(4 marks)

QUESTION FOUR (20 MARKS)

a) Analyse four main components of the interest rate return.


(8 marks)
b) Describe six financial institutions that form the financial system in Kenya.
(12 marks)
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