QL Mg 5hrt

MHINEFREHKRTF
2003—20042£ £ 55 — S 1

GRITEEZR) BHXREFRRAE (AS)

RIERBEIRFS: CUR302—1

SEERRITTIRE

Part I. Required questions: You are required to answer all of the following questions.. ($—%&B
4. WER . 511 50 4)) The following are the balance sheet data (on Dec. 31, 2003) and income
statement data (fore the year of 2003) for ABC Bank. LA %#ii /2 ABC 447 2003 4212 H 31 H

Ry 7 7 T 2 HCH AT 2003 4 52 11 407 2 R

1) Workout a balance sheet and income statement for the ABC Bank. (20 %) %5 ABC 4347

(K158 P BRI AT & -

2) Translate all items into Chinese (10 73) 4P 5t H #H 1l rp S0 CHER A0 I 41 70t

HIJST:; #—N410 0.5 7).

3) Calculate the following ratios (please indicate all detailed steps and formulas 8 43) ; explain
each ratio briefly (8 43) ; explain the main relationship between these ratios, and use the
calculated results to prove these relationship (4 43). TH5L40 R ELg] CHII RGN0 BT 4 30
AT SRR O BRI 2 A G R, JFig Al as FAEWIX AR &

Balance Sheet for ABC Bank
As of 12/31/2003, in 100 millions

Assets
Loans:

Real estate loans 370
Commercial loans 310
Individual loans 120
Agricultural loans 10
Other LN&LS in domestic off. 0
LN&LS in foreign off. 0
Less: Unearned Income -10
Loan & Lease loss Allowance -10

Investments:
U.S. Treasury & Agency securities 50
All other securities 50
Interest bearing bank balances 10
Fed funds sold & resales 10
Trading account assets 10
Nonint Cash & Due from banks 60
Premises, fixed assets & capital leases 20
Total Assets 1000

LN WINE



v

G Magmghr s

< RITEES
Liabilities

Demand deposits 120
All NOW & ATS Accounts 40
Money market deposit accounts 320
Other savings deposits 30
Time deposits under $100M 200
Time deposits of $100M or more 80
Deposits held in foreign offices 40
Fed funds purchased & resale 30
Other borrowings 40
Sub. Notes & Debentures 20
common equity 60
preferred Equity 20

Total Liabilities & Capital 1000

Income Statement;: ABC Bank
2003, in 100 millions

Interest Income:
Interest and fees on loans 62
Income from lease financing
Investment Interest Income (TE)
Interest on due from banks
Total interest income (TE) 73
Interest Expense:
interest on deposits held in foreign offices
Interest on CD's over $100M 4
Interest on All Other Deposits: 25
Interest on Fed funds purchased & resale 2
Interest on Trad Liab & Oth Borrowings
Interest on subbordinates and debentures 2
Total interest expense 42
Net interest income (TE) 31
Noninterest Income:
Fiduciary Activities 13
Deposit service charges 5
Trading revenue
Other noninterest income 9
Total noninterest income 28
Adjusted Operating Income (TE) 59
Non-Interest Expenses:
Personnel expenses 16
Occupancy expense 5
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Other operating expense (incl. intangibles) 15
Total Noninterest Expenses 36
Provision: Loan & Lease Losses 2
Pretax Operating Income (TE) 21
Realized G/L Hld-to-Maturity Sec. 2
Realized G/L Avail-for-Sale Sec.
Pretax Net Operating Income (TE) 23
Applicable Income Taxes 8
Net Income 15

18.8%; ROA 1.5%; Equity Multiplier 12.50; Expense Ratio 8.0%; asset utilization
10.3% spread 3.4%; burden ratio 8.0%; efficiency ratio 61.0%

Part 11

1.

What are the major risks a bank face in its operation? Explain each risk briefly. 411455
THT I3 P 2 S DX A7 IR 6 2 ) AR st XU

a) Credit risk

b) Liquidity risk

c) Market risk

d) Operational risk

e) Reputation risk

f)  Legal risk.

What is CAMESL rating system? Explain each item briefly. {14 /& CAMELS 1FZ% 1k % ?
faj SRR — NI H .

a) Capital

b) Asset quality

¢) Management quality

d) Earnings

e) Liquidity

f)  Sensitivity to market risk

What is the function of bank capital? How does it achieve this function?4547 % A f¥) 3= 22 1))
RERAT A7 BEAR AN LB — DI fRe ) ?

a) Reduce bank risk.

b) Acushion to absorb losses and remain solvent

¢) Arready access to financial markets and thus guards against liquidity problems

d) Constrains growth and limits risk taking

In evaluating consumer loan requests, what are the five Cs? Explain each briefly. 7EPFfiH
WH VLI, AT AR PP 5 A C? S RERE— 1> C.

a) Character: honesty and trustworthiness.

b) Capital: wealth position measured by financial soundness and market standing.

c) Collateral: secondary source of repayment or security in the case of default.

d) Customer relationships

e) Competition
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What are five fundamental issues in evaluating commercial loan request? Explain each

briefly. 7EVEAL RN IEFNT, T 25 RN TN FEAR KRR A7 RS — K.

a)
b)
c)
d)
€)

Character and data quality

Use of loan proceeds

Loan amount

Source and timing of repayment
Collateral

Compare the credit analysis of commercial loan requests and consumer loan requests. ({#j %

BRI s b ST T3 RO VR A L 9 Bl Dk R (R VA O

a)

b)

Analysis of consumer loans differ from that of commercial loans: When evaluating
measurable aspects of requests, banks are addressing the same issues. Banks have to
deal with a large number of distinct borrowers with different personalities and financial
characteristics.

Consumer loans differ so much in design that no comprehensive analytical format
applies to all loans. For most consumer loans, there is no formal analysis of individual
borrower characteristics unless a credit scoring model is used. Installment loans are
treated much like commercial loans. The quality of financial data is lower: Unaudited.
The primary source of repayment is current income, which may be highly volatile. The
net effect is that character is more difficult to assess, but extremely important.

Liquidating collateral is clearly a second best source of repayment. Why? (Ab & K 5 24K

AR IEH I IR TR AT )

a)
b)

c)

d)

There are three reasons:

There are significant transactions costs associated with foreclosure. Time, money.
Bankruptcy laws allow borrowers to retain possession of the collateral long after they
have defaulted.

When the bank takes possession of the collateral, it deprives the borrower of the
opportunity to salvage the company.

How to determine the minimum capital requirements for a bank to be adequately capitalized?

DR B 52 — AT ORKE TS AL IR BEAAN P 5 0K 3 (R B (R D AR G K 2

a)
b)
c)
d)

Classify assets into one of four risk categories

Convert off-balance sheet commitments and guarantees
Multiply by weight

Multiply by 4% or 8%



