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BNK601-MCQ
Lesson 22-45
 
According to URR525, which of the following is a request for reimbursement from the Claiming Bank to the Reimbursing Bank? 
Reimbursement authorizations

Reimbursement Claim" page 208

Reimbursement amendment

Reimbursement undertaking

Which of the following is NOT a legal requirement for opening a bank account of a limited company? 
Copy of Memorandum of Association  
Copy of Articles of Association

Certificate of Incorporation

Specimen signatures of all the directors  page 148

 

Which of the following is NOT the essential requirement for the endorsement as per Negotiable Instrument Act, 1881? 
It should be on the instrument

It should be made by the holder or the maker

Signatures should be in ink and not by pencil or rubber stamp

It should contain unconditional order  page 168
Which of the following refers to “the delivery of goods by one person to another for some purpose, upon a contract that they shall, when the purpose is accomplished, be returned or otherwise disposed of according to the directions of the person delivering them”? 
Bailment  page 141
Mortgage
Lien
Pledge
According to UCP 600, which of the following refers to any arrangement, however named or described, that is irrevocable and thereby constitutes a definite undertaking of the issuing bank to honor a complying presentation? 
Credit  page 216
Letter of credit
Confirmation
Honor
An endorsement is said to be Partial endorsement, if it satisfies which of the following conditions?
If the endorser signs his name only
If the endorser adds a direction to pay the amount mentioned in the instrument to, or to the order of, a specified person
If the endorser restricts or excludes the right to further negotiate the instrument
An endorsement which purports to transfer to the endorsee only a part of the amount payable  page 169

 

According to UCP 600, which of the following refers to the bank with which the credit is available or any bank in the case of a credit available with any bank?
Advising bank
Issuing bank
Nominated Bank  page 217
Paying bank
 

According to Negotiable Instrument Act, 1881, which of the following is the essential of a cheque?
It should contain conditional order
It must not be signed by drawer
Cheque is not payable on demand
It is payable to specified person  page 160 
 
The letter of credit includes all of the following documents, EXCEPT:
A commercial invoice
A transport document
A certificate of origin
A certificate of investment page 214
 
All of the following are salient features of Value Driven Culture of the bank, EXCEPT:
Focus is on credit quality with strong risk management systems and controls

Primary emphasis is on bank soundness and stability and a consistent market presence

Underwriting is conservative and significant loan concentrations are not allowed

Management is often attracted to high-risk and high-return borrowers page 185

 

According to UCP 600, which of the following refers to the party on whose request the credit is issued?
Applicant  page 198 

Issuer

Beneficiary

Issuing bank

 

An endorsement is said to be Restrictive endorsement, if it satisfies which of the following conditions?
If the endorser signs his name only

If the endorser adds a direction to pay the amount mentioned in the instrument to, or to the order of, a specified person 

Restricts or excludes the right to further negotiate the instrument,  page 168

If the endorser purports to transfer to the endorsee only a part of the amount payable

 

According to Negotiable Instrument Act, 1881, which of the following is NOT the type of promissory note?
A promise to pay a certain sum of money to a person

A promise to pay a certain sum of money to the order

A promise to pay the bearer

A promise to pay certain sum of money at some time page 154
 
 “Pledge of stocks as security for availing credit from bank” is the example of which of the following?
Bailment page 141 

Mortgage

Lien

Pledge

 

Which of the following is the most prominent assumed risk for banks?
Default risk

 Credit risk page 181

Liquidity risk

Interest rate risk

 

According to Negotiable Instrument Act, 1881, which of the following refers to “a written document by which a right is created in favor of some person”?
Agreement

Contract

Instrument  page 152

Act

 

Under Prudential Regulations, the maximum tenure of the auto loan finance shall not exceed:
Five years

Six years

Seven years page 240

Eight years

  

What is the bailment of goods as security for payment of a debt or performance of a promise called?
Hypothecation
Mortgage
Lien

Pledge page 145
  

Which of the following is NOT an essential of Bailment?
Contract
Specific purpose
Delivery of goods

Change of ownership  page 141
 

Under Prudential Regulations, the vehicle to be utilized for commercial purposes shall not be included in which of the following?
SME financing
Corporate financing

Consumer financing page 240
Micro financing
 

All of the following is a salient features of Current Profit Driven Culture of the bank, 
Primary emphasis is on loan volume and growth with the intent of having the largest market share. Underwriting is very aggressive and management accepts loan concentrations and above-average credit risk
Outcome is typically higher profit in good times, followed by lower profit in bad times when loan losses increase page 185
Outcome is that loan quality suffers over time, while profit is modest because loan growth comes from below-market pricing and greater risk taking
Which of the following is NOT the function of the credit process?
Business development and credit analysis
Underwriting or credit execution and administration
Credit review

Protecting the organization page 185
 

Prudential Regulations issued by State Bank of Pakistan were announced on which of the following dates?
July 1, 1992
August 29, 1991  page 232
May 1, 1992

July 29 1991
 

Which of the following is not payable, until the lapse of a particular time period, stated on the draft, in case of letter of credit?
Demand draft

Time draft  page 198
Sight draft
Order draft
  

Which of the following refers to the possibility that operating expenses might vary significantly from what is expected?
Credit risk 
Liquidity risk 
Market risk 

Operational risk page 183
 

All of the following makes the endorsement complete, EXCEPT:
The holder signs on the face or back of the instrument
The instrument is delivered to the endorsee
It is signed and delivered with the intention of vesting the endorsee with the rights of the holder

It is signed and delivered with the intention of vesting the endorsee with the duties of the holder page 167

 

Which of the following refers to “a contract, by which one party promises to save the other from loss caused to him by the conduct of the Promisor himself, or by the conduct of any other person”?
Contract of guarantee

Contract of surety
Contract of Indemnity  page 189

Contract of liability

 

Which of the following international trade financing methods refers to “A method in which the exporter can avoid credit risk or the risk of nonpayment, since payment is received prior to the transfer of ownership of the goods”?
Letter of credit

Open account

Documentary collection

Payment in advance  page 194

Which of the following identifies preferred loan qualities and establishes procedures for granting, documenting and reviewing loans?
Credit process

Credit policy  page 185

Credit risk

Credit exposure

 

In letter of credit, which of the following is a standard document evidencing the receipt of goods for shipment and issued by a freight carrier engaged in the business of forwarding or transporting goods?
Commercial invoice

Bill of lading  page 202
Warranty of title
Letter of indemnity
 

All of the following are examples of Quasi Negotiable Instruments, under the Negotiable Instrument Act, 1881, EXCEPT:
Dividend Warrants

Share Warrants

Bearer Debentures

Promissory Notes page 152

Prudential Regulations issued by State Bank of Pakistan were made effective on which of the following dates?

July 1, 1992  page 232
August 29, 1991 
May 1, 1992

July 29 1991
Which of the following refers to “process by which managers identify, assess, monitor, and control risks associated with a financial institution’s activities”?

Risk management  page 182

Change  management

Bank management
Credit management
Which of the following is included in “Financial Institutions” as per Prudential Regulation issued by the State Bank of Pakistan?
Banks page 268
Development Financial Institutions (DFIs)
Non-Banking Finance Companies (NBFCs)
Insurance Companies
Which of the following international trade financing methods refers to “that the goods are shipped and delivered before payment is due, usually in 30 to 90 days”?

Open account method  page 192

Documentary collection 

Payment in advance
Export Credit Insurance

Banks charge higher rates of interest on their investments/ financing and pay lower rate of interest to their depositors/ creditors. This difference in interest rates is called as which of the following?

Spread  page 181
Avoiding losses.

Control adverse events

Credit risk 

All of the following are examples of Negotiable Instruments, under the Negotiable Instrument Act, 1881, EXCEPT:
 Promissory note

Bill of exchange
Cheque
 Bearer debentures page 02
According to the Banking and Companies Ordinance, 1962, which of the following refers to “Any company which transacts the business of banking in Pakistan”?
 Microfinance Institution

Banking Company  page 37
Investment Bank
A corporate Body
According to the prudential regulations for the housing loan, the maximum monthly installment for repayment of loan should not exceed which of the following?
25% of net disposable income of the borrower
40% of net disposable income of the borrower
50% of net disposable income of the borrower page  242 
60% of net disposable income of the borrower
 
According to Section 17 of Banking Companies Ordinance, 1962, the banking company cannot create charge on which of the following?
Paid up capital

Issued capital

Unpaid capital  page 58
Subscribed capital

Which of the following is a bank under Section 3 of SBP Banking Services Corporation Ordinance, 2001?

Sole Proprietorship

Association of Person

Hindu Undivided Family

Body Corporate  page 93
All of the following are requirements of the Memorandum, under Banking Companies Ordinance, 1962, EXCEPT:
Required to be printed

Issue of shares and allotment of shares  page41
Should be divided into paragraphs

Paragraphs to be consecutively numbered

 

Which of the following may be cancelled or modified after its date of issue, by the issuing bank?

Revocable letter of credit page 200
Irrevocable letter of credit

Irrevocable confirmed letter of credit
Revolving credit Revocable letter of credit

According to the Corporate and Industrial Restructuring Corporation Ordinance, 2000, “Customer” means a person in whose name a deposit is held by which of the following?

Select correct option:

A Commercial Bank

An Investment bank

A Microfinance Institution page 111
An Islamic Bank

The State Bank may suspend or cancel a license granted to a microfinance institution if such institution:

(a) At any time fails to comply with any of the conditions imposed upon it under sub-section (2);

(b) Fails to fulfill, at any time, any of the conditions referred to in sub-section (3);  page 65
(c) Has furnished false or misleading information in its application for a license.

In the financial marketplace, SWIFT services fall under four areas that are Securities, Treasury & Derivatives, Payments & Cash Management and________.

Trade Services

Import Services

Export Services

None of the given options

Which of the following is TRUE for a commercial invoice?

A commercial invoice must appear to have been issued by the beneficiary (except as provided in article 38)

A commercial invoice mustbe made out inthe name of the applicant(except as provided in subarticle 38 (g)
A commercial invoice must be made out in the same currency as the credit

All of the given options  page 219
Which of the following is TRUE for potential future exposures?

These should be calculated over multiple space horizons

These should be calculated over single time horizon

These should be calculated over single space horizon

These should be calculated over multiple time horizons

.

Which of the following exposures poses special challenges to the credit processed at banks?

Digital and light sensitive

Market and liquidity sensitive  google
Activity and profitability sensitive

Debt and activity sensitive

The credit information bureau (CIB) is a part of banking Surveillance Department of which of the following?

State Bank of Pakistan
Government of Pakistan

Institute of Bankers Pakistan

Central Board of Revenue, Pakistan

According to URR525, which of the following is a bank instructed and/or authorized to provide reimbursement pursuant to a Reimbursement Authorization issued by the Issuing Bank?

Reimbursing bank  page 207
Paying bank

Advising bank

Confirming bank

According to Prudential Regulations, which of the following refers to “the assets which are readily convertible into cash without recourse to a court of law”?

Current assets

Liquid assets   page 233
Contingent assets

Physical assets

According to Prudential Regulations for auto loan, which of the following is classified as “Doubtful”?

Where interest or principal is overdue by 45 days or more from the due date

Where interest or principal is overdue by 90 days or more from the due date

Where interest or principal is overdue by 180 days or more from the due date
Where interest or principal is overdue by one year or more from the due date

According to Prudential Regulations, unless there has been no transaction or no Outstanding balance on the account, the Banks / DFIs shall provide statement of account to the credit card holders on:

Monthly basis  page 238
Quarterly basis

Half yearly basis

Annual basis

According to URR525, which of the following is the bank that pays, incurs deferred

payment undertaking, accepts draft(s), negotiates under Credit and presents

Reimbursement Claim to the Reimbursing Bank?

Claiming bank  page 207
Paying bank

Advising bank

Confirming bank
All of the following are provisions regarding management of banks, under The Banks

(Nationalization) Act, 1974, EXCEPT:

The Chief Executive and other officers of the bank shall act in accordance with the

policies, criteria and guidelines determined by the Board

The board shall appoint committees from amongst the executives of the bank, and

determine the powers, functions and duties of such committees

The Pakistan Banking Council (hereinafter referred to as the Council) shall stand

dissolved forthwith  pge 30
The President, subject to the control and directions of the Board, shall exercise powers of management of the affairs of the bank

In letter of credit, which of the following is a standard document used for billing for the goods and services?

 Commercial invoice  page 202
Bill of lading

Warranty of title

Letter of indemnity

Which of the following is one in which the exporter has the right to request the paying, or Negotiating  bank to make either part, or all, of the credit value available to one or more third parties?

Irrevocable confirmed letter of credit

Revolving credit

Transferable letter of credit  page 201
Red clause credit

Which of the following determines how much risk the bank will take and in what form?

Management’s credit process

Management’s credit philosophy  page 185
Management’s credit risk

Management’s credit exposure

All of the following are stages in the risk management process, EXCEPT:

ﾓIdentification of inherent risks (risk acceptance)

ﾓDeveloping solution to mitigate the identified risk

ﾓShare risk with another party such as insurance  page 181
ﾓIdentifying opportunities (returns)

Among the following, who has defined banker as “A banker is a dealer in capital, or, more properly, a dealer in money. He is an intermediate party between the borrower and the lender. He borrows from one party and lends to another”?

J.W. Gilbert  page 126
Dr. Herbert L. Hart

SirJohn Paged

Halsbury’s Laws of England

book

Some key indicators that depict the credit quality of a loan are 

a.Financial Position and Business Conditions.

b. Conduct of Accounts.

c. Loan Covenants.

d. Collateral valuation.
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