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SECTION A: COMPULSORY        

Question One 

a) Ordinary shares are classified as one of the external sources of finance name and explain 

seven  characteristics of ordinary shares       [15 marks] 

b) We have different types of business organization. Describe at least two of forms of 

business organization        [5 marks] 

c) Discuss the following terms as they relate to stock exchange market .  

i)  Broker 

ii) Jobber 

iii) Bulls          [5 marks] 

d) Briefly discuss eight roles of a finance manager      [10 marks] 

e) Explain four characteristics of a good financial market    [5 marks] 

 

SECTION B: ANSWER ANY THREE QUESTIONS 

Question Two 

a) When choosing a source of finance various factors are considered .Discuss at least six 

factors to consider when choosing a source of finance     

           [15 marks] 

b) Explain the term   lease, and elaborate the main   advantages of using lease as a short term 

source of finance         [5 marks] 

c)  

 

Question three 

a) Anayze any four major features of a financial  market    [5 marks] 

b) There are several factors that influence choice of a divinded policy. Discuss the five  

factors that influence divinded  policy      [10 marks] 
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Question Four  

a) Describe the benefits that a company gets by being quoted in Nairobi Stock exchange 

                 [15 marks] 

b) For every return there is accompanying risk, explain what is risk  return trade off. 

                   [5 marks] 

Question five 

a) Assume that you have just invested Ksh100, 000. The investment is expected to earn    

interest at a rate of 20% compounded annually. Determine the future value of the 

investment after 3 years.       [5 marks] 

b) Under modern portfolio theory name and explain six sources of risk  [10 marks] 

 

Question six  

a) Requirements of working capital depend on factors such as nature and size of business 

.List and explain at least eight factors      [15 marks] 

b) Clearly explain any  four principles of Islamic banking   [5 marks] 
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