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FINANCIAL AND TREASURY RISK MANAGEMENT 

Time Allotted : 3 Hours                                               Full Marks : 70 

The figures in the margin indicate full marks. 

Candidates are required to give their answers in their own words 

as far as practicable. 

GROUP – A 

( Multiple Choice Type Questions ) 

1. Choose the correct alternatives for the following : 10 × 1 = 10 

i) A risk manager normally tries to cover the risk to 

a) earn more profits 

b) reduce known losses 

c) reduce the uncertainty of cash flow 

d) all of these. 

ii) Which of the following is not a tool for managing risk ? 

a) Avoidance b) Separation 

c) Transfer d) None of these. 

iii) Options / Futures are ..................... techniques for 

managing risk. 

a) loss control b) hedging 

c) transfer d) separation. 

iv) Which of the following is OTC derivative ? 

a) Forward b) Futures 

c) Options d) None of these. 

v) Speculation on derivatives is an integral part of 

a) finance function 

b) forex function 

c) treasury function 



d) the Central Bank function. 

vi) The assets that can be delivered against a future 

contract are called 

a) speculated assets b) hedged assets 

c) carriable assets d) deliverable assets. 

vii) In which option does the buyer get the right to buy the 

underlying assets ? 

a) Call option b) Put option 

c) Both (a) and (b) d) none of these. 

viii) A medium term swap has tenure of 

a) less than one year b) one to two years 

c) less than three years d) three to five years. 

ix) The date on which the parties agree to swap is called 

a) trade date b) effective date 

c) reset date d) maturity date. 

x) The Derivative Financial Instrument (DFI) includes 

a) fixed rate loan commitments 

b) forward contract 

c) mortgaged-backed securities 

d) both (a) and (b). 

GROUP – B 

( Short Answer Type Questions ) 

Answer any three of the following. 3 × 5 = 15 

2. Discuss the salient features of Treasury Bills as a money 

market instrument. 

3. Define ‘Capital Adequacy’ . Explain the uses of capital 

adequacy in financial risk management of an organization ? 

4. What do you mean by ‘Weather Derivatives’ ? Discuss the 

various applications of weather derivatives in business. 



5. State the concept of ‘Double Trigger Option’. 

6. What do you mean by a financial swap ? How may both the 

parties of a swap contract gain from a swap contract ? 

GROUP – C 

( Long Answer Type Questions ) 

Answer any three of the following. 3 × 15 = 45 

7. a) Define financial risk. 

b) What are its major components ? 

c) Briefly describe the linkages between corporate strategy 

and financial risk. 4 + 5 + 6 

8. a) What is a treasury ? 

b) Briefly discuss the role of treasury manager. 

c) Discuss the core idea of integrated treasury operation of 

banks in India. 5 + 10 

9. What do you mean by Integrated Risk Management ? State the key 

objectives of Integrated Risk Management Program. Discuss the four key 

elements that are considered for the purpose of Integrated Risk Management 

Program. 

2 + 4 + 9 

10. Lam, Tom and Pom are three companies, which, not finding suitable 

interest rates offered for their funds requirement, have approached a bank for 

arranging interest rate swap. 
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The bank wants to arrange swap between the three parties in 

such a way so that it can retain 25% of the total gain. The 

rest of the gain is to be distributed equally among the three 

parties. You are required to structure the swap deal on 

behalf of the bank. 15 

11. Write notes on the following ( any three ) 3 × 5 

a) Real options 

b) Volatility Trading 

c) Currency future 

d) E-finance 

e) Floating. 
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