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THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
96™ Banking Professional Examination, 2023
AIBB
Risk Management in Financial Institutions (RMFI)

Subject Code: | 2 | 0

Time—3 hours
Full marks—100
Pass marks—45

[N.B. The figures in the right margin indicate full marks.
Answer any five questions.]

Marks
What are the elements of a sound risk management system? 1
Explain the role of the Board of Directors in sound risk 8

- management practices in a financial institution.

What are the minimum criteria for appointing a Chief Risk 5
Management Officer (CRO)?
“Risk management process is a series of multiple steps that are 8
undertaken in sequence for decision making”—Describe the steps
of risk management process in a bank. :
What kind of losses a financial institution may face if appropriate 6
risk management system can’t be ensured? Explain with examples.
Sketch an organogram of ‘Enterprise Risk Management (ERM) for 6
the bankmg sector in Bangladesh. Explain your design.
Identify and assess major risks in your organization. 8
What kind of changes do you think is required in current risk 6
management system in your organization?
Do you think that supervisors’ and regulators’ proper initiatives are 6
the only way to ensure sound risk management system in an
organization?
Do you think that internal stakeholders of a financial institution 8
should play major role in risk management compraring to the
external stakeholders? Logically explain why or why not.
What are the key differences between the role of a Board Risk 8
Management Committee (BRMC) and an . Executive Risk
Management Committee (ERMC)?
Explain the functions of Rlsk Managemcnt Division (RMD) ina 4

(c)

financial institution.
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Marks
Discuss operational risk with example. 5
What are the components and factors of operational risk 7
management? _
What do you understand by Three Lines of Defense (3LoD)? Why 8
is it important in operational risk management?
What are the core risks of a bank according to the guidelines issued 6
by Bangladesh Bank?
Discuss ‘social risk’ in conformation with ESRM guidelines of 6
Bangladesh Bank. ;
How to conduct stress testing for a bank? What is its significance in 8
risk management? -
What is Trade Based Money Laundering? . 3
Briefly explain the risk assessment and risk mitigation process in 7
trade based money laundering.
Mr. ‘X,” an importer, opens an L/C amounting $8,90,810.50 for 10

import of edible oil. Bank made payment of the full amount
(8,90,810.50) based on shipping documents and endorsed the same
in favor of the importer for the purpose of releasing the goods.
Instead of those documents, a set of fabricated documents were
submitted to the customs as the value of goods arrived under that
L/C was only $59,150. However, goods could not be released from
customs due to failure in quality inspection. Meanwhile, a

fabricated copy of bill of entry valuing $8,90,810.50 was submitted -

to the bank evidencing the proper release of the goods.

—fi'om_ the above incident, what type of trade based money
laundering alerts do you suspect? Explain.

Based on the given information of ‘A’ bank, answer the 4x5=20

following questions: -
Paid-up Capital : Tk 1,392 Crore

Statutory Reserve : Tk 1,000 Crore
Retained Earnings 1 Tk 420 Crore
Perpetual Bond ¢~ TR 300 Crore
General Provisions Tk 650 Crore
Subordinated Bond -~ : Tk 360 Crore
Total Risk-Weighted : Tk 30,200 Crore
Assets (RWA)

Calculate ‘A’ bank’s minimum capital requirements.

Calculate CET-I and Tier-I capital ratios of the bank.

Calculate Tier-II capital ratio of the bank.

Calculate total capital to Risk-Weighted Assets Ratio (CRAR) of
the bank.

Interpret the results above against minimum regulatory
requirements of Bangladesh Bank.



Marks

9. (@) What is Asset Liability Management (ALM)?

10.

ol

Write short notes (any eight) :

(a) Residual Risk

(b) Risk Register

(c) Liquidity Coverage Ratio (LCR)
(d) Net Stable Fund Ratio (NSFR)
(e) Risk Appetite and Risk Tolerance
(/) Crypto Currency

(g) Risk Weighted Asset

(h) Leverage Ratio

(i) Internal Control and Compliance (ICC)
() Risk Governance

(k) ICAAP

(1) Risk Based Supervision

(b) Who are the members of Asset Liability Committee (ALCO) and

what are their responsibilities?

(c) Whatare the new capital accords of Basel-III in Bangladesh?
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