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Chapter 18

Bank Regulation

1. Which of the following statements 15 Incorrect?
A) Many banks have expanded across the country in recent years.
B} Bank regulation 1s needed to protect customers who 5-1.111-1:|11pr funds to the bankang system
C) Bank regulators have attempted to manage the speed of integration between banks and other
hnancial service firms.
D) Regulators have shifted the nsk assessment to the ndivadual small depositors.

ANSWER: D

2. The openming of a commercial bank in the United States:
A) does not require a charter.
B) always requires a charter from a state government
C) always requires a charter from the federal government.
D) requires a charter from a state or the federal government

E) requres a charter from both the state and federal government
ANSWER: D

3. Commercial banks that are not members of the Federal Reserve System borrow from the Fed,
and subject to the Fed's reserve requirements.
A) may; are
B) may; are not
C) may not; are not
D) may not; are

ANSWER: A

4. Nationzl banks are regulated by , and state h-sml-:s are regulated by
A) the Compiroller of the Currency; their state agency
B) the Compiroller of the Currenc'. the Compiroller uf the Corrency
C) their state agency; their state agency
D) their state agency; the Compiroller of the Currency

ANSWER: A

3. All Fed member banks mmst haold:
A) prvate insurance on deposits.
B) FDIC mnsurance on deposits.
C) both FDIC and private insurance on deposits.

D) none of these
ANSWER: B

6. Commercial banks restricted to a maximum percentage of their capital to loan to a single
customer, and — allowed to use borrowed ar deposited funds o purchase commen stock.

A) are; are
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B) are; are not
C) are not; are
D) are not; are not

ANSWER: B

An “off-balance-sheet commitment™ that provides the bank’s guarantee on the financial obhpgatons of a
borrower to a specific party 1s a:

A) standby letter of credit.

B) federal funds apreement

C) repurchase agreement
D) discount window agreement

ANSWER: A

Regulation Q) hmited:
A) consumer loan interest rates.
B} “off-balance-sheet commitments.”

C) interest rates on savings deposits.
D) corporate loan mterest rates.

ANSWER: C

The Glass-5Steagall Act of 1533 prevented:

A) any firm that accepts deposits from underwmiting stocks and bonds of corporations.

B) any firm that accepts deposits from underwnting general oblbgation bonds of states and
IMunic

C) any firm that accep’r_':. deposits from holding any corporate bonds 1n its asset portfclio.

D) state-chartered banks from offering commeraial loans.

ANSWER: A

Whuch of the following 15 not a main deregulatory provision of Depository Institubons Deregulation
and Monetary Control Act of 19807

A) phase-out of deposit rate ceilings

B) allowance of checkable deposits for all depository instiufions

C) new lending fleability of depository institubons

D) allowance of interstate banlang for depository Institutions in most states

ANSWER: D
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The Depository Institutions Deregulation and Monetary Control Act of 1580

A) allowed S&Ls to offer the same comventional demand deposits that commeraal banks offer

B) removed all restrichons on commercial loans by S&Ls.

C) removed all restrichions on consumer loans by 5&Ls.

D) required the Fed to offer check clearng services to any depository instimfions that desire them

ANSWER: D

The Garn-5t Germain Act of 1982

A) permitted depository institutions to offer money market deposit accounts.

B) prevented depository instiubons from acqunng problem insbtutions across geographical
boundaries.

C) required the Fed to explicitly charge depository insttutions for its services.

D) allowed the Fed to provide check clearing to depository insttufions at no charge.

ANSWER: A

Whuch of the following 1= not a speahc coterion the FDIC uses to momtor banks?
A) capital adequacy

B) dollar value of fixed assets

C) asset quality

D) eamings

E) sensiivaty to financial market condifions

ANSWER: B

The specified amount of deposits per person insured by the FDIC 15 5 today.
A) 30,000

B) 100,000

C) 10,000
D) 200,000

ANSWER: B

. Which of the following statements 15 Incorrect?

A) The Basel Accord based capital requirements on a bank’s risk level.

B) The Basel Accord forced banks with greater nisk to maintain a higher level of capital.

C) The goal of the Basel II Accord 1s to properly account for a bank’s risk so that the bank’s capital
requirements are 1n ine with its corresponding nsk.

D) The Basel Il Arcord will explicitly account for interest rate risk.

ANSWER: D

The Basel Accord forces banks with greater risk to maintain:
A) more deposits.

B) more capital.

C) less capatal.

D) none of these.

ANSWER: B



