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Chapter 17

Commercial Bank Operations

1. Which of the following statements 15 incorrect?
A) Banks have expanded their business across services over time.
B) Acqumsioons have been a convenlent method for banks to grow quickly and capitalize on economes
of scale.
C) The banking industry has become less concentrated in recent years.
D) All of these statements are correct.

ANSWER: C

.4 are offered to bank customers who desire to write checks against their account.
A) Time deposit accounts
B) CDs
C) Demand deposit accounts
D) Money market deposit accounts

ANSWER: C

3. 'Whuch type of savings account transfers funds to a checking account when checks are wnitten?
A) ATS
B} passbook savings
C) CDs
D) MMDAs

ANSWER: A

4 A account provades checking services as well as interest.
A) demand deposit
B) negotiable order of withdrawal (INOW)
C) passbook savings

D) ome deposit
ANSWER: B

3. “Bull market” CDs reward depositors:
A) when interest rates rise.
B) 1f the stock market performs well.
C) when interest rates decline.
D) when the stock market performs poorly.

ANSWER: B
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6. A CD is a tume deposit offered by some large banks to corporatbions, with a speafic matunty
date, mimmmmm deposit of $100,000 or more, and a secondary market.
A) retall
B) negotiable
C) bull market
D) bear market

ANSWER: B

o |

The level of large time deposits 1s that of small time deposits.
A) much less volatile than

B) much more volatle than

C) just as volatile as

D) none of these

ANSWER: B

8. Money market deposit accounts differ from conventional time deposits in that they:
A) speafy a matunty
B) offer hmited check writing prvileges.
C) are less liqmd.
D) none of these

ANSWER: B

8. The mtent of federal funds transactions 15 to:
A) correct short-term fund imbalances experienced by banks.
B) correct long-term fund imbalances expenienced by banks.
C) serve as a permanent source of bank capital.
D) serve as the primary depository source of funds.

ANSWER: A

10. The federal funds rate 15 generally the Treasury ball rate.
A) equoal to
B) between .30 percent and 1.00 percent below
C) between .25 percent and 1.00 percent abowve
D) between 3.00 percent and 4.0 percent above

ANSWER: C
11. Obtaimng funds through 15 not a common way for banks to satisfy a temporary dehcency of
funds.
A) 1ssuing bonds
B) the federal funds market
C) repurchase agreements
D) borrowing from the Federal Reserve

ANSWER: A
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12.

13.

14

16.

Whuch of the following 1s frue?

A) The primary credit lending rate 15 set by the President of the United States.

B) The federal funds rate is set by the President of the Umted States.

C) The primary credit lending rate is set by commercial banks.

D) The primary credit lending rate 15 now set at a level above the federal funds rate.

ANSWER: D

The Federal Reserve provides loans to banks in order to:

A) resolve permanent shortages of funds expenenced by banks.
B} resolve temporary shortages of funds expenenced by banks.
C) finance the shortages of funds of finance companies.

D) do none of these.

ANSWER: B

When a bank in need of funds for a few days sells some of 1ts government securifies to a corporaion
with a tempaorary excess of funds, then buys them back shortly thereafter, this is a:

A) federal funds loan.

B) discount window loan.

C) repurchase agreement

D) commercial paper transaction.

ANSWER: C

. When banks need funding for just a few days, they would most likely:

A) 1ssue bonds and then call them.

B) 1ssue stock and then repurchase it.
C) borrow in the federal funds market.
D) 1ssue NCDs.

ANSWER: C

Subordinated notes and debentures are examples of:
A) prmary capital

B) secondary capital

C) depository sources of funds.

D) reporchase agreements.

ANSWER: B

7. All other thinps equal, when banks 1ssue new stock, they:

A) Increase reported earnings per share.

B) decrease their ability to absorb operating losses.
C) dilute the m-.'n&rsl'up of the bank.

D) do none of these.

ANSWER: C



