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INSTRUCTIONS TO CANDIDATES
Answer Question One in Section A and Any other TWO (2) Questions in Section B

TIME: 3 Hours
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SECTION A
QUESTION ONE

a) Distinguish between

1) debt and equity securities (4mks)

i) Money markets and debt markets (4mks)

TSE I i ich it agrees 1o buy
treasury bills from another bank at 5 pri

Securities back g $10,002,986 after fi

¢) Financia] markets can pe classified in

terms of the extent of financia] Intermediation
involved in the sale of financia] Instruments, State and explain types of markets under this
classifications (4mks)
SECTION B
QUESTION TWO
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QUESTION FOUR

a) Evaluate the role of capital markets in relation to economic development of a country
(10mks)

b) Suppose you have the opportunity to buy Kshs. 1000 coupon bond with maturity 30 years

and interest rate of 6%. What is the present value of the bond? Is it worth holding it?

(5mks)

Kibabii University ISO 9001:2015 Certified
Knowledge for Development

Page 3 of 3



