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1 INTRODUCTION 
 
I hope you are finding the module interesting and were able to complete both the assignments. 
You are again reminded to visit https//my.unisa.ac.za, especially before the examination. At 
myUnisa you will be able to get in touch with fellow students, update your details, find revision 
questions and additional resources. You will also be able to participate in discussion forums and 
blogs. It is also important that you provide Unisa with your cellular number, because 
announcements may be sent to you by SMS. 
 
The purpose of this tutorial letter is to provide you with the suggested solutions to Assignments 
01 and 02, and provide you with guidelines for the examination. 
 
2 SUGGESTED ANSWERS TO ASSIGNMENT 01      
 
1. A cheque is defined as …         

1. an instrument for marketing by banks to fulfil banks’ selling role. 

2. a document to deliver goods and services. 

3. an instrument for transferring money from one person to another. 

4. a levy by banks on any services rendered. 

 

2. Successful marketing by banks includes …                                      

1. bill of exchange.  

2. instalment loan. 

3. market segmentation. 

4. bill discounting.  
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3. Risk spreading by geographic location and economic or industrial sectors can be considered 

an advantage of … banking. 

1. mixed  

2. unit  

3. branch  

4. chain 

 

 

 

4. Regulation and supervision has three main objectives namely … 

1. financial stability, enhancing efficiency and to uphold international confidence. 

2. systemic failure, protect clients from malpractice and monetary stability.  

3. enhancing efficiency, systemic stability and protecting investors and depositors.  

4. systemic stability, financial stability and monetary stability.  

 

5. Virtual banking does not offer … as a service. 

1. moving funds between accounts 

2. personal contact with clients 

3. checking of account balances  

4. getting access to the application forms for loan application 

 

6. Identify the four major leaders in the South African banking industry.  

1. Barclays Bank, Capitec Bank, Investec Bank and Mercantile Bank.  

2. ABSA, Bidvest Bank, FNB and Investec Bank. 

3. ABSA, FNB, Nedbank and Standard Bank. 

4. ABSA, Capitec Bank, FNB and Standard Bank. 

 

7. A number of issues have been singled out by banks for successful marketing namely … 

 

a) strategy. 

b) innovation.  

c) market segmentation.  

d) services: prices and productivity. 
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Choose the correct answer 

 

1. a, c and d 

2. a, b and c 

3. b, c and d  

4. a, b and d 

 

8. A non-bank financial institution (NBFI) is a financial institution that …  

1. cannot accept deposits from the public. 

2. creates an attractive market for deposits. 

3. increase in the mobility of funds. 

4. appeals to the small savers. 

 

9. Revolving Credit Accounts are usually available to … income earners.  

1. lower 

2. higher 

3. every 

4. middle  

10. When credit is extended to clients to buy a property it is known as … 

1. commercial property. 

2. industrial property.  

3. corporate property.  

4. residential property. 

 

For questions 11-20 study topics 4-8 of the study guide  

 

11. If a person cannot repay the money that they have borrowed, the bank will claim the asset 

that the … as security. 

1. surety has pledged 

2. borrower has given 

3. bank has provided 

4. insurance has provided 
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12. A surety bond is registered over a … property. 

1. movable 

2. pledged 

3. non-existent 

4. immovable 

 

13. When a workshop retains the debtor's articles after repairs to the articles, until such time as 

the contracted price has been paid, this type of security is defined as a … 

1. notarial certificate. 

2. pledge. 

3. lien. 

4. mortgage bond. 

 

14. In the case of a debit order the … initiates the transaction. 

1. bank 

2. beneficiary 

3. bank customer 

4. debit order processing company 

15. Credit insurance may be taken out by most businesses to provide against the possibility of … 

1. bad debt. 

2. operating loss. 

3. employee negligence. 

4. the death of an employee. 

 

16. ACB stands for … 

1. Auto Correlation Basics. 

2. Automatic Clearing Bureau. 

3. Automated Clearing Bureau. 

4. Automated Banking Computers. 
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17. Cash-send is an electronic banking product that requires a customer to use a/an … to 

transfer funds to another person. 

1. branch, telephone or money agent 

2. taxi, passenger bus or postal office 

3. ATM, Cellphone banking or internet banking 

4. SASSA account, Post Office Account or Government agency 

18. If a partner in business becomes insolvent, the partnership is … 

1. continued. 

2. terminated. 

3. changed. 

4. ignored. 

19. If a bank account is inactive it is termed a … account. 

1. frozen 

2. dormant 

3. inactive 

4. unused 

 

20. When a customer is declared insolvent his or her bank account is … 

1. frozen. 

2. dormant. 

3. inactive. 

4. unused. 

              [Total marks: 20] 
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3 SUGGESTED ANSWERS TO ASSIGNMENT 02 

Question 1  

Explain why branch banking is not superior to the unit banking system.         (8 Marks) 

Suggested Solution  

 The unit banking operations are more economical and flexible. √√ 
 This system encourages economic growth and development of the country. √√ 
 It is more convenient in terms of efficient management, supervision and control. √√ 
 There is no delay in decision making under the unit banking system. √√ 
 It is comparatively easy for management to accumulate resources and also grant loans 

and credit immediately without delay. √√ MAX 8 marks 
 There is more emphasis on local needs of customers since the mobilised resources are 

used mostly for traders, needy persons and weaker sections of society in which the bank 
is located. 

 Monopolistic advances are avoided since most of the unit banks are small in size. 
 Chance of creating close personal contact and friendly customer relationships between 

the banker and the locals are increased significantly. 
Topic 1, SU 2.1.1, page 16 to 17 

Question 2 

Discuss the legal requirements that all registered credit providers must comply with when 

evaluating a loan application.                       (4 Marks)  

Suggested Solution  

 A full assessment of the applicant’s credit and debt repayment history should be carried 
out. √ 

 An affordability assessment should be made to see if the applicant will be able to afford 
the credit being applied for. √ 

 The applicant should be supplied with a quotation and pre-agreement. √ 
 Banks should ensure that the applicant understands and appreciates the rights and 

obligations of the credit agreement.  √     
LU4 S8.3  

Question 3 

Differentiate between a stop order and a debit order               (4 Marks)  

Suggested Solution 
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Stop order- A stop order is an instruction from a customer to his/her bank to make a series of 

payments on a specific date to a nominated beneficiary. SU13, pg 96 

Debit order - A debit order is an instruction by a customer to his/her bank to allow a third party (i.e. 

the beneficiary to whom payment is to be made) to withdraw regular amounts from the customer’s 

account. SU 13 pg 97 

 

Question 4 

Explain briefly; the investment management function of a merchant bank.                     (4 Marks) 

Suggested solution  

The merchant bank manages large-scale investment portfolios of its clients√√, for example, 

pension funds and trusts √√       

LU S1.3.2 pg 8 

 

Question 5               (6 Marks) 

Discuss why the following factors affect interest rates.  

4.1. Supply and Demand.               (3) 

 

Suggested solution 

Scarcity is a condition that exists when the demand for a particular good or service is higher than 

its supply at current prices. √ The interest rate will be high when money is expected to be scarce 

and low when money is expected to be readily available. √ The banking industry would be willing 

to advance loans at a particular interest rate, depending on their cost of funding. Potential 

borrowers refrain from borrowing when interest rates are high. √ – Study Unit 10.2 (a), page 76. 

 

4.2. Inflation.                  (3) 

 

Suggested solutions 

During periods of high inflation (i.e. rising prices of goods and services) borrowers tend to buy 

more goods before a rise in prices√. Lenders then tend to lose out since the real value of the 

money advanced to the borrower keeps declining√. Lenders are not always compensated for this 
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loss by the interest rate because the value derived from the interest repayments also declines in 

real terms√. – Study Unit 10.2 (b), page 76. 

 

Question 6                 (5 Marks) 

a. Briefly describe the underlying principle of insurance.                   (3) 

 

Suggested Solution  

The underlying principle of insurance is the sharing of risk√ by several parties √to 

safeguard the insured parties against unexpected events such as fires, accidents and 

theft. √ 

Study Guide, SU14.1, page 179 

 

b. Compare and contrast a term assurance from a whole-life assurance.                  (2) 

 

Suggested solution  

Term assurance is life assurance which covers a fixed term, rather than whole-life. .On 

the other hand a whole-life assurance is an assurance which covers whole-life rather 

than a fixed term. Both the term assurance and the whole-life assurance pay the 

benefits only on the death of the life assured. √√ 

Study Guide, SU14.2.1, page 182 

 

 

Question 7               (19 Marks) 

 

a. List the main features of the electronic account payments system.                (7) 

 

Suggested Solution 

 Beneficiaries have the option of receiving payments by any one of the 

following methods: √ 

o Direct credit into their banking account√ 
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o Direct credit into their banking account together with a schedule√ 

o A cheque, schedule of payments and a magtape (shortcut for 

magnetic tape) are received√ 

o Direct credit, schedule and magtape√ 

 Payments can be received daily or on specified business days. √ 

 Beneficiaries need not conduct their accounts at the same bank. √ 

 

Study Guide, SU15.2.1, pages 187-188 

To answer part (b) below you should do Activity in Study Unit 15 in your study guide 

b. Describe the bankcard fraud titled, Non-receipt.                    (2) 

 

Suggested Solution 

This fraud encountered by bank customers who did not receive a new or replacement card that 

was sent to them by the Issuing bank. The customer may have no idea that the card was missing 

until he or she receives a statement listing transactions not made by them. √√ 

Study Guide, SU15.3, page 192 

 

c. Discuss briefly the two forms of internet banking.                             (4) 

 

Suggested Solution 

There are two forms of internet banking. Firstly, internet banking can be viewed as a 

bank that only exists on the internet and has no offices. In this case the operations are 

conducted exclusively over the internet. √√ Secondly, internet banking can be viewed as 

a bank which has offices physically and has a distribution channel for products and 

services operating on the internet. The second concept of internet banking is currently 

the most common in the banking world. √√ 

 

Study Guide, SU16.3.2, page 203 

 

d. List and discuss three (3) functions of a bank.          (6) 

Suggested Solution 
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CATEGORIES 

EXPLANATION 

 

The intermediation function√ Banks change savings they receive mainly from 
households into credit (loans) for businesses and 
others so that they can make investments in new 
buildings, equipment and other goods. √ 

 

The payment function√ Banks make payments for goods and services on 
behalf of their clients (by issuing and clearing 
cheques, distributing notes and coins, etc). √ 

 

The risk management function√ Banks help clients to prepare financially for the risk 
of loss to property and persons. √ 

 

The saving/investment advisory 
function 

They help clients fulfil their long-term goals for a 
better life by building, managing and protecting 
savings. √ 

 

The safekeeping/verification of 
value function√ 

They safeguard a client’s valuables and appraise 
and certify their true market value. √ 

 

The agency function√ Banks act on behalf of clients to manage and 
protect their properties or issue and redeem (pay 
out) their securities (usually provided through the 
bank’s trust department). √ 

 

 

                [Total marks 50] 

 

 
 
 
 
4   EXAMINATION GUIDELINES 

 The total mark for the examination is 70, and the duration of the examination is two hours.  
 On receiving the examination paper, check that you have received all the pages.   
 Read through all the questions carefully before attempting to answer the paper.  
 You may start with the question you feel most confident about answering.  
 There are three sections and you have to answer all the questions.  
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 The first section consists of 20 multiple-choice questions. The multiple-choice questions 
must be answered on the mark-reading sheet provided. 

 The section section consists of short/essay-type questions. The essay questions must be 
answered on the fill in examination question paper. 

 Note the keywords in the questions such as “list”, “discuss”, “explain”, “define” and “core 
functions”. 

 The mark allocation should give you an indication of how long your answer should be, for 
instance, do not write a whole page if the question is worth only two marks. 

 The mark allocation should also give you an indication of how many facts to include in 
your answer.   

 Your year mark is the average mark you receive for the two assignments and will 
contribute 20% towards your final mark. A final mark of 50% is required to pass this 
subject. 

 The examination paper will be based on the study guide and the assignments. 
 Make sure you are able to answer a short question or a longer essay-type question. 
 Read through the instructions on the examination paper carefully. 
 The best way to prepare for your exam is to critically review your assignments and 

read your study material. 
 Your assignments are a preparation for exam; therefore, you cannot study for exam 

when you ignore your assignments and the answers provided in this 201.  
 

5  CONCLUDING REMARKS 
 

I suggest you work through your assignments and compare your answers and, more importantly, 
how you got to your answers, with the proposed solutions. This is a vital component of the 
learning process and will help to improve your understanding of the study material. 
 

You are welcome to contact me by e-mail at dejenk@unisa.ac.za if you have any further 
questions regarding the assignments or the examination. 

Best wishes 

BAN1501 Lecturers   
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