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Lesson 1. Consumer Banking

1. What is the primary objective of the Consumer Banking course (BNK603)?

A) To train students exclusively in corporate investment banking

B) To help students gain fundamental knowledge about consumer banking and establish a balanced
perspective on its economic and social contribution

C) To eliminate traditional retail branch banking entirely
D) To focus strictly on central bank monetary policy auditing

2. How is Consumer Banking (Retail Banking) defined in contrast to commercial business
banking?
A) Provision of financial services exclusively to multi-national corporations
B) Provision of products and services to individuals to meet their financial needs, boosting the bank's
deposit base and quality risk asset portfolio
C) Management of government treasury bonds and sovereign debt
D) In-branch physical currency printing operations

3. According to the source, what is the key distinction between a "consumer” and a
"customer"?

A) A consumer always purchases the product, whereas a customer only uses it

B) A consumer uses a product or service, whereas a customer is the person or organization that
purchased it

C) A customer is always an individual, whereas a consumer is always a business entity
D) There is no conceptual distinction between a consumer and a customer

4. Which of the following product sets falls under the umbrella of Consumer Banking?

A) Corporate syndicated loans and international trade financing

B) Current/Savings accounts, Credit Cards, Auto Loans, Mortgages, and Personal Loans for individuals
C) Interbank liquidity lending and repo agreements

D) Sovereign debt underwriting and municipal bonds

Answer Key

1. B — The course aims to provide foundational knowledge so educated citizens understand consumer
banking's role in economic and social growth

2. B — Consumer banking targets individuals rather than business clients to build deposit bases and asset
portfolios

3. B— A consumer is defined as the user of a product/service, while a customer is the purchaser

4. B — Retail banking encompasses individual deposit accounts, credit cards, auto loans, personal loans, and
home mortgages

Lesson 2: Profit Boosters

1. Which of the following is one of the four main components of Profit Boosters in a business
model?

A) Decreasing Returns

B) Strategic Flexibility

C) Operational Stagnation

D) Fixed Cost Maximization
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2. Under the Increasing Returns concept, what defines a "Network Effect"?
A) The value of a network decreases as more users join

B) The value of a network increases as the square of the growth of nodes or members
C) Fixed costs decrease linearly with product iteration

D) Early market leaders lose market share to late entrants

3. Which set of mechanisms is used to achieve Competitor Lock-Out?
A) Scale, Focus, and Scope
B) Preemption, Choke Points, and Customer Lock-In
C) Portfolio Breadth, Operating Agility, and Lower Break-Even Point
D) Network Effects, Positive Feedback, and Learning Effects

4. What components constitute Strategic Flexibility within Profit Boosters?

A) Preemption, Choke Points, and Customer Lock-In
B) Scale, Focus, and Scope

C) Portfolio Breadth, Operating Agility, and Lower Break-Even Point
D) Network Effects, Learning Effects, and Positive Feedback

Answer Key

1. B — The four main components of profit boosters are Increasing Returns, Competitor Lock-Out, Strategic
Economies, and Strategic Flexibility

2. B — Network Effects act as a value multiplier where network value grows as the square of its nodes or
members

3. B — A business model locks competitors out through preemption, control of choke points, and customer
lock-in

4. C — Strategic flexibility is derived from portfolio breadth, operating agility, and maintaining a low break-even
point

Lesson 3: Bank Business & Operating Model (BOM): An Extended

Context

1. What does the Bank Business Model represent?
A) The internal corporate compliance structure

B) The Value Proposition to the customer, made up of products and services for which the customer
pays

C) The central bank's regulatory reporting architecture

D) The physical layout and design of branch real estate

2. What is the fundamental distinction between "Bank" and "Banking" presented in this
extended context?

A) Bank is a verb, while Banking is a noun

B) Bank is a form (noun), whereas Banking is a function (verb) that will survive even if bank entities
change or disappear

C) Banking refers strictly to central bank oversight, while Bank refers to commercial branches
D) There is no structural distinction between the two terms

3. Which of the following is one of the core functions of the Bank Operating Model?
A) Customer Value Proposition
B) Governance, Risk, and Control
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C) Product and Market Scope
D) Basis of Differentiation

4. In what typical ways is a Bank Business Model configured?

A) By Customer Segment, Product Category, and Geographical Differentiation
B) By Preemption, Choke Points, and Customer Lock-In

C) By Regulatory Fines, Taxes, and Depreciation

D) By Subsidies, Import Tariffs, and Quotas

Answer Key

1. B— The business model represents the customer value proposition and specifies products/services
customers pay for

2. B — Bank is an organizational form while Banking is a function; the banking function will survive even if
bank entities get reshaped or become redundant

3. B— The operating model includes core supporting functions such as governance, risk, and control; financial
management; delivery; legal structure; and people/reward

4. A — Bank business models are typically configured around customer segments, product categories, and
geography

Lesson 4: Consumer, Consumer Rights & Protection

1. Which consumer right guarantees access to facts needed to make an informed choice and
protection against misleading advertising?

A) The Right to Safety

B) The Right to Be Informed

C) The Right to Basic Needs

D) The Right to a Healthy Environment

2. What is the main mandate of the Consumer Financial Protection Agency (CFPA) referenced
in the text?

A) To maximize corporate tax revenues for the federal government

B) To ensure consumers have information to make wise choices, are protected from abusive practices,
and have fair access to financial services

C) To enforce fixed interest rates on all international commercial transactions
D) To eliminate commercial banking in favor of government-run treasuries

3. What does the "Right of Redress" provide to consumers?

A) The right to adequate food, clothing, shelter, and sanitation

B) The right to a fair settlement of just claims and compensation for misrepresentation or unsatisfactory
services

C) The right to dictate central bank monetary policy

D) The right to view confidential board minutes

4. Which financial products are categorized as "plain vanilla" products under the CFPA
guidelines?

A) Complex credit default swaps and hedge fund structures

B) Straightforward mortgages, bank accounts, and credit cards with clear pricing

C) Unregulated speculative assets

D) Offshore private equity funds
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Answer Key

1. B — The Right to Be Informed requires providing consumers with facts for wise decision-making and
protecting them from deceptive publicity

2. B — The CFPA mandate ensures consumer protection, transparency, access, and fair market operations

3. B — The Right of Redress entitles consumers to fair claim settlements and compensation for poor goods or
services

4. B — "Plain vanilla" products refer to simple, essential consumer offerings like basic mortgages, accounts,
and credit cards

Lesson 5: Key Issues in CB --- Consumer's Perspective

1. What is the fundamental purpose of Consumer Financing?

A) To fund large corporate mergers and acquisitions

B) To provide individuals with finance for personal purchases, enhancing consumption and improving
living standards

C) To eliminate individual deposit accounts in favor of government bonds

D) To subsidize international trade tariffs

2. Which factor has influenced the HIGHEST proportion of customers to shop around for
financial services products?

A) Decreasing customer loyalty

B) Increased consumer awareness of financial service products
C) Entry of foreign banking competitors

D) Regulatory policy changes

3. What customer relationship principle is highlighted by the observation that it "takes months
to find a good customer but only seconds to lose one"?

A) Know Your Customer (KYC)

B) High Interest Rate Spread

C) Strategic Economies of Scale

D) Asset Liquidation Strategy

4. How does the increasing use of technology impact retail banking according to Lesson 5?

A) It increases transaction processing response times and restricts accessibility

B) It enhances reach and convenience, while introducing challenges in maintaining consistent service
delivery and transaction security

C) It eliminates operating costs for physical branches immediately

D) It restricts banking access exclusively to physical branch locations

Answer Key

1. B — Consumer financing provides credit for personal purchases (cars, homes, durables) to improve
standards of living

2. B — Increased consumer awareness is cited as the top factor (~54% of responses) driving customers to
shop around

3. A— The rapid loss of dissatisfied customers underlines the vital importance of a robust Know Your
Customer (KYC) strategy

4. B — Technology broadens reach and accessibility but requires maintaining cross-channel consistency and
handling security threats
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Lesson 6: Emerging Issues in Retail Banking

1. What is the necessary first step in setting up a data warehouse for "Know Your Customer"
(KYC) analytics in retail banking?

A) Increasing physical branch staff headcount

B) Cleansing of existing customer data

C) Imposing penalty fees on inactive accounts

D) Outsourcing customer phone interactions

2. How is customer segmentation evolving in modern retail banking?

A) Moving from multi-dimensional segmentation back to single-parameter age brackets

B) Shifting from uni-dimensional criteria (like relationship value) toward customer-specificity using
multi-dimensional parameters

C) Eliminating customer profiling to reduce IT infrastructure spending
D) Grouping all retail and commercial clients into a single static pool

3. What role does Business Process Re-engineering (BPR) play in handling retail banking
portfolios?
A) It increases customer touch-points to maximize manual paperwork
B) It simplifies processes and aligns them around customer service delivery to reduce touch-points
C) It replaces all digital channels with physical branch ledger entries
D) It restricts credit access exclusively to high-net-worth clients

4. Which issue regarding product pricing is highlighted under emerging retail banking issues?

A) Perfect pricing transparency across all global products

B) A lack of pricing transparency, characterized by hidden charges and camouflaged prices
C) Fixed government-mandated prices across all retail products

D) Complete absence of interest charges on credit card products

Answer Key

1. B — Creating a robust data warehouse to mine customer preferences requires data cleansing as the first
step

2. B — Segmentation is moving beyond simple relationship value to multi-dimensional demographic,
behavioral, and life-stage factors

3. B— BPR aims to simplify workflows and reduce unnecessary customer touch-points

4. B — A major issue in retail banking is the lack of transparency in pricing, including hidden charges

Lesson 7: Structure of Bank Credit Risk --- An Overview

1. According to Lesson 7, what is a primary characteristic of a successful organizational
structure in banking?
A) Maximizing organizational layers and administrative bureaucracy
B) Reducing bureaucracy and simplifying work to make the organization easy to work in and with
C) Centralizing all operational decisions in a single off-site headquarters
D) Restricting information exchange across internal business units

2. In the Consumer and Commercial Banking framework pyramid, which segment represents
the "Sweet Spot" for product innovation and profitability?

A) Mass Retail and Small Business
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B) Top Private Clients and Multi-National Corporations
C) Private Clients / Mass Affluent and Mid-Market / Financial Institutions
D) Unbanked rural agricultural borrowers

3. What key function do Mass Retail and Small Business segments serve in a bank's overall
business model?

A) They generate high-margin customized derivatives

B) They deliver scale for the bank and act as a feeder channel for future mid-market clients

C) They are excluded from credit facilities due to administrative costs

D) They set the central bank's benchmark discount rate

4. How should a bank's strategy be developed according to Lesson 7?
A) From the inside out, based purely on executive gut feel
B) From the outside in, built around a clear value proposition for the customer
C) By copying competitors without defining a distinct value proposition
D) By focusing exclusively on penalty fee generation

Answer Key

1. B — Successful bank structures focus on reducing bureaucracy, simplifying work, and promoting
cooperation

2. C — The middle tier of the market pyramid represents the "sweet spot" for profitability and targeted product
innovation

3. B — Mass retail and small business segments provide necessary operational scale and feed clients into
higher tiers

4. B — Effective strategies are developed "outside in" based on customer and market needs centered on a
clear value proposition

Lesson 8: Structure of Bank Credit --- An Overview (Contd...)

1. What is the primary function of the Audit & Compliance role in a bank?

A) Managing daily sales targets for branch retail staff

B) Independently overseeing core processes to ensure the bank conforms to laws and regulations in
letter and spirit

C) Approving routine retail loan applications
D) Setting interest rate margins on commercial deposit accounts

2. According to SBP Prudential Regulation XXIX, what is the clear division of responsibility
between the Board of Directors and Management?
A) The Board conducts day-to-day operations, while Management focuses on policy oversight
B) The Board focuses on policy making, general oversight, and supervision, and does NOT play a role in
day-to-day operations
C) The Board and Management share identical operational duties
D) Management formulates central bank regulations

3. Which of the following is a primary responsibility of a Bank Compliance Officer?
A) Designing marketing flyers for promotional campaigns

B) Monitoring and reporting suspicious transactions to the President/CEO and relevant regulatory
authorities

C) Negotiating branch physical lease terms
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D) Directing daily branch cash drawer counts

4. What is the main objective of Anti-Money Laundering (AML) policies and KYC frameworks in
credit administration?

A) To eliminate all credit documentation requirements for corporate borrowers

B) To prevent, detect, and report suspicious financial transactions while verifying client identities
C) To guarantee automatic credit approvals for all card applicants

D) To bypass central bank reporting limits

Answer Key

1. B— Audit & Compliance independently oversees processes to ensure legal compliance and protect bank
reputation

2. B — SBP Prudential Regulation XXIX mandates that the Board focus on policy and oversight, leaving
day-to-day operations to Management

3. B— Compliance officers are responsible for regulatory adherence, KYC/AML enforcement, and reporting
suspicious transactions

4. B— AML/KYC frameworks ensure proper client verification and prevention of illegal transactions

Lesson 9: Consumer Financing in Pakistan An Overview

1. Historically, what sector did Pakistani commercial banks primarily focus on prior to the
evolution of consumer financing?

A) Microfinance and rural development

B) Corporate sector and public sector entities
C) Private equity and venture capital

D) Individual retail mortgages

2. Before formal consumer banking products were introduced in Pakistan, where did
consumers typically borrow money at exorbitantly high interest rates?

A) Foreign investment funds

B) Money lenders in the informal sector

C) Central bank direct windows

D) Municipal credit unions

3. According to State Bank of Pakistan (SBP) data cited in the text, what was the approximate
share of consumer financing in total bank credit extended in Pakistan around CY07/H1-CY08?
A) 50.0 percent
B) 35.5 percent
C) 12.0 percent
D) 2.1 percent

4. Which of the following is commonly cited as a perceived downside or risk associated with
rapid growth in consumer finance?

A) Total elimination of credit card usage

B) Contribution to consumerism, low national savings, inflation, and speculative activity
C) Immediate collapse of corporate bond markets

D) Complete loss of foreign currency reserves

Answer Key
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1. B — Pakistani banks traditionally focused their lending portfolios on corporate and public sector entities prior
to expanding retail credit.

2. B — In the absence of formal bank products, consumers relied on informal moneylenders who charged
exorbitant rates.

3. C — Consumer finance accounted for approximately 12 percent of total loans and advances extended by
the banking sector in Pakistan.

4. B — Rapid consumer credit growth sparked debate over its contribution to increased consumerism, inflation,
and asset speculation.

Lesson 10: Costing /Pricing of CB Products

1. What macroeconomic combination in Pakistan constrained consumers' debt servicing
capacity for consumer loans in H1 CY08?

A) Deflation and negative interest rates

B) Rising inflation rates and monetary tightening leading to higher variable interest rates
C) Fixed exchange rate revaluation

D) Elimination of variable interest rate contracts

2. What was the overall infection ratio (NPL ratio) for the consumer financing credit portfolio in
Pakistan in H1 CY08?

A) 1.2 percent

B) 5.5 percent

C) 12.0 percent

D) 25.0 percent

3. Which consumer loan category exhibited the lowest infection ratio during the H1 CY08
period?

A) Credit Cards

B) Personal Loans

C) Mortgage Loans

D) Auto Loans

4. In what year was the Credit Information Bureau (CIB) originally launched by the State Bank of
Pakistan?

A) 1980
B) 1992
C) 2003
D) 2008

Answer Key

1. B— Macroeconomic headwinds and monetary tightening raised debt servicing costs on floating-rate
consumer loans.

2. B — The infection ratio for the consumer finance credit portfolio gradually rose to 5.5 percent in H1 CY08.

3. C — Mortgage loans maintained the lowest infection ratio among consumer finance products during this
period.

4. B — SBP first launched the Credit Information Bureau (CIB) in 1992, later expanding its scope into the
e-CIB.
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Lesson 11: Costing / Pricing of CB Products (Contd...)

1. Under SBP Prudential Regulation R-4, what general reserve percentage must banks maintain
against the performing UNSECURED consumer portfolio?

A) 1.5 percent

B) 5.0 percent

C) 10.0 percent

D) 15.0 percent

2. What general reserve requirement is mandated under Regulation R-4 for the performing
SECURED consumer portfolio?

A) 0.5 percent
B) 1.5 percent
C) 3.0 percent
D) 5.0 percent

3. According to SBP Pre-Operations guidelines for consumer financing, what must banks
ensure regarding accounting and computer systems?

A) Combine principal and mark-up into a single compound line item

B) Keep mark-up charged separate from principal to avoid charging mark-up on mark-up
C) Calculate mark-up only on a yearly basis after loan maturity

D) Waive all mark-up charges for unsecured loans

4. According to Regulation R-3, what primary criteria must banks ensure when extending
consumer financing facilities?
A) That installments are equal to at least 80% of gross salary
B) That total loan installments are commensurate with monthly income and repayment capacity
C) That all loans are guaranteed by the federal government
D) That no borrower holds more than one bank account

Answer Key
1. B — Prudential Regulation R-4 mandates a 5% general reserve against the performing unsecured portion of
the consumer portfolio.

2. B — Regulation R-4 requires maintaining a 1.5% general reserve against the performing secured consumer
portfolio.

3. B — Systems must keep outstanding mark-up separate from principal to prevent compounding mark-up on
mark-up.

4. B — Regulation R-3 requires loan installments to align with the borrower's monthly income and debt
servicing capacity.

Lesson 12: Bank Schedule of Charges

1. Under SBP Guidelines for ATM Operations, within what timeframe must "automatic credit" be
processed for accounts debited without cash disbursement?

A) 24 to 48 hours

B) 1 to 7 business days

C) 15 to 30 calendar days

D) 60 business days
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2. What specific unit must every bank set up to manage e-banking channels and maintain
complaint databases under SBP ATM guidelines?

A) Asset Liability Committee (ALCO)

B) Card Facilitation Centre (CFC)

C) Credit Appraisal Cell (CAC)

D) Foreign Exchange Desk (FED)

3. To provide secondary evidence for cash claims without compromising security, how must
external cameras be installed in ATM cabins?

A) Positioned directly over the keypad to record the user's PIN

B) Installed in a way that the PIN is NOT captured

C) Focused exclusively on the street outside the bank

D) Hidden inside the cash dispenser slot

4. Under SBP guidelines for handling customer complaints, what requirement is imposed on
complaint resolution replies sent to customers?

A) They must be issued verbally over unrecorded phone lines

B) They must be clear and indicate the specific reasons for the decisions taken

C) They must automatically grant financial compensation regardless of investigation findings
D) They must be processed only through external collection agencies

Answer Key

1. B — Automatic credit for failed cash disbursements must be completed within 1 to 7 business days
depending on transaction execution details.

2. B — Banks must establish a Card Facilitation Centre (CFC) to manage e-banking channels and track
customer claims and suspense accounts.

3. B— ATM cabin cameras must provide secondary transaction evidence while strictly avoiding capturing the
customer's confidential PIN.

4. B — Complaint replies must transparently outline the investigation findings and rationale for the decision.

Lesson 13: Consumer Financing in Pakistan Issues, Challenges and

way Forward Study / Report

1. According to the Consumer Rights Commission of Pakistan (CRCP) report, why do banks
offer consumer loans primarily on variable interest rates?
A) Government laws prohibit fixed interest rates

B) To protect bank margins if market rates rise and because a long-term debt market is not yet
developed

C) Because borrowers prefer variable rates over fixed rates in all economic conditions
D) Because central banks fix interest rates daily

2. Under Section 15 of the Financial Institutions (Recovery of Finances) Ordinance 2001, how
many legal notices must a bank send before selling mortgaged property?

A) One written notice

B) Three legal notices

C) Five legal notices

D) No notice is required
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3. According to Banking Ombudsman 2006 data cited in the CRCP report, which consumer
product generated the highest proportion of complaints (~40%)?

A) Housing Mortgages

B) Auto Loans

C) Credit Cards

D) Agricultural Loans

4. What practice involves debt collection teams using aggressive tactics, unauthorized home
visits, and pressure tactics outside statutory legal limits?

A) Fair Debt Practices Protocol

B) Intimidating Recovery Practices

C) Unsolicited Cross-Selling

D) Automated e-CIB Reporting

Answer Key

1. B — Variable rates protect banks against rising interest rate environments and reflect the lack of deep
long-term debt markets for fixed funding.

2. B — Section 15 requires sending three legal notices within specified periods before a bank can sell
mortgaged property without court intervention.

3. C — Credit card grievances accounted for nearly 40% of all consumer product complaints filed with the
Banking Ombudsman in 2006.

4. B — Intimidating recovery practices refer to illegal strong-arm tactics and harassment used by recovery
teams beyond legal boundaries.

Lesson 14: Code of Consumer Banking Practice: The Association of

Banks in Singapore

1. What are the four core foundational principles of the Code of Consumer Banking Practice
established by ABS in Singapore?

A) Scale, Scope, Focus, and Flexibility

B) Fairness, Transparency, Accountability, and Reliability
C) Preemption, Choke Points, Lock-In, and Leverage

D) Profitability, Liquidity, Solvency, and Efficiency

2. Under the ABS Code of Consumer Banking Practice, how much advance notice must a bank
provide before implementing changes to fees or terms and conditions?

A) 7 days

B) 14 days

C) 30 days

D) 90 days

3. What is the required timeline for a bank to acknowledge a customer complaint under the ABS
service standards?

A) Within 2 business days

B) Within 10 business days

C) Within 30 calendar days

D) Within 24 hours of verbal receipt
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4. Under ABS promotional guidelines, what metric must be included in printed advertising
referencing an interest rate?

A) Gross Domestic Product (GDP) growth rate

B) Effective Interest Rate (EIR) along with relevant fees and charges
C) Maximum interbank call rate

D) Historical inflation average

Answer Key

1. B— The ABS Code is premised on these four core principles to build customer trust.

2. C — Banks commit to notifying customers 30 days in advance of any changes to Terms & Conditions, fees,
or service discontinuations.

3. A— ABS standards mandate acknowledging customer complaints within 2 business days of receipt.

4. B — Printed promotional materials quoting interest rates must display the Effective Interest Rate (EIR) and
applicable fees.

Lesson 15: Growth Strategy in Retail Banking Structured Relationship

Approach

1. According to the study of retail banks in mature markets cited in Lesson 15, what percentage
of future profit growth was expected to come from revenue growth rather than cost-cutting?

A) 28 percent

B) 50 percent

C) 72 percent

D) 95 percent

2. In the target segment matrix, how is the "Untapped Gold" customer segment defined?

A) Low client potential and low share of wallet
B) High client potential and low share of wallet
C) Low client potential and high share of wallet
D) High client potential and high share of wallet

3. What customer segment typically represents 20% of a bank's customers but accounts for
70% to 90% of its profitability?

A) No-Man's-Land

B) Easy to Please

C) High Value

D) Untapped Gold

4. Under the five maturity levels of a relationship approach, what characterizes a Stage 3 bank?

A) It has no relationship strategy in place

B) It has a structured, assisted approach in place ONLY for savings and investment products
C) It has optimized all components of a relationship approach

D) It operates exclusively as a digital self-service platform

Answer Key

1. C — Surveyed banks estimated that 72% of profit growth over three years would stem from revenue growth,
compared to 28% from cost reduction.
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2. B— "Untapped Gold" clients have high future value potential but currently hold a low share of wallet with the
bank.

3. C — High Value clients represent ~20% of customers and generate 70% to 90% of overall retail banking
profitability.

4. B — Stage 3 maturity indicates a structured advisory model limited to wealth, savings, and investment
offerings.

Lesson 16: Growth Strategy in Retail Banking Structured Relationship

Approach (Contd...)

1. What are the four steps in the structured customer-advisor relationship process described in
Lesson 167

A) Market, Sell, Collect, Liquidate

B) Understand, Propose, Act, Review
C) Identify, Price, Underwrite, Audit

D) Segment, Target, Position, Promote

2.In a specialized sales organization, what is the typical ratio of affluent clients assigned per
dedicated financial relationship manager?

A) 10 to 20 clients

B) 100 to 300 clients

C) 1,000 to 3,000 clients
D) 10,000 to 50,000 clients

3. How does performance management differ in a structured relationship model compared to a
traditional "product-push” approach?

A) It evaluates staff solely on the total number of individual product units sold per day

B) It measures broad revenue/profit generated over time and customer satisfaction rather than just
product volume

C) It eliminates all individual and branch performance targets
D) It rewards advisors based exclusively on transaction processing speed

4. What is identified as a critical success factor in changing branch culture to adopt a
relationship-based approach?

A) Centralizing all branch operations in an off-site call center

B) The attitude and leadership of the branch manager

C) Doubling physical paperwork requirements for every deposit

D) Discontinuing all staff training programs

Answer Key

1. B — The structured advisory framework operates as a recurring 4-step cycle: Understand needs, Propose
solutions, Act on agreed plans, and Review performance.

2. B — Dedicated relationship managers in affluent banking typically handle portfolios of 100 to 300 clients to
maintain high service availability.

3. B — Relationship models align incentives around multi-product client relationship value and satisfaction
rather than raw transaction sales counts.

4. B — Executive interviews cited branch manager mindset and leadership as the single most vital factor in
driving branch cultural transformation.
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Lesson 17: Growth Strategy in Retail Banking Structured Relationship

Approach (Contd....)

1. What IT capability is essential for advisors to provide effective personalized advice in a
relationship-based model?

A) A standalone single-product sales calculator

B) A complete, integrated view of the client's financial situation, potential, and cross-channel interaction
history

C) An automated script that blocks client questions
D) A public bulletin board of branch sales rankings

2. How does a closed-loop multi-channel customer experience benefit both clients and banks?

A) It forces all customers to use physical branches exclusively

B) It builds customer insight and institutional memory while allowing customers to switch fluidly between
self-service and advisor channels

C) It eliminates all human relationship managers from the bank
D) It increases paper documentation for every transaction

3. Under a relationship-based performance management system, how are advisors evaluated
compared to atraditional "product-push"” model?

A) Solely on the volume of physical application forms collected per day

B) Based on total client revenue and relationship profitability over time rather than simple product sales
counts

C) By their speed in processing cash deposits at the teller counter
D) By the number of cold calls made to non-clients

4. What is a key learning point regarding effective advisor-client dialogue in a relationship
approach?
A) It is a one-way presentation pushing the bank's highest-margin product
B) It is a two-way dialogue where customer feedback and preferences are genuinely integrated into
proposed solutions
C) It should strictly avoid discussing long-term client financial goals
D) It requires advisors to memorize legal disclaimers without listening to customer needs

Answer Key

1. B — Effective relationship advice requires an integrated, 360-degree view of the customer's overall financial
profile and past interactions.

2. B — Closed-loop multi-channel architectures capture institutional memory across touchpoints while offering
seamless channel flexibility.

3. B — Relationship models measure holistic client value created over time rather than tracking raw
transactional product sales volumes.

4. B — A successful relationship approach relies on two-way listening and tailoring offerings to understood
client preferences.

Lesson 18: Growth Agends in Financial Industry

1. According to the international survey of 201 financial services executives, what was ranked
as the single top driver of organizational growth?

A) New technologies
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B) Economic growth
C) Regulatory compliance mandates
D) Branch real estate expansion

2. What demographic shift is cited as driving a surge in demand for wealth management and
private savings in developed markets?

A) Rapid decrease in life expectancy

B) The aging "baby boomer" generation approaching retirement
C) Declining literacy rates among urban professionals

D) Elimination of private pension funds

3. Which growth enabler was rated as MOST important by survey respondents over a 12-month
period?

A) Negotiating and integrating acquisitions

B) Sales, marketing, and customer service capabilities

C) Cost-cutting IT infrastructure downsizing

D) Physical ledger record keeping

4. What was identified by executives as the primary global challenge to achieving their growth
targets?

A) High levels of competition

B) Lack of interest in financial services among consumers

C) Complete absence of digital communication channels

D) Excessive availability of skilled labor

Answer Key

1. B — Over 52% of surveyed executives ranked overall economic growth as the primary driver of institutional
expansion.

2. B — Aging baby boomers entering retirement create significant demand for private wealth management and
income planning.

3. B — Survey respondents ranked front-office sales, marketing, and customer service capabilities as the top
growth enablers (42%).

4. A — Intensifying market competition was cited by 71% of respondents globally as the principal hurdle to
achieving growth goals.

Lesson 19: Capturing Consumer Finance Opportunties in Emerging

Markets

1. Why are consumer finance loans in emerging markets exceptionally profitable for financial
institutions despite low initial volumes?
A) Default rates are above 50%
B) Wide interest rate spreads (up to 10,000 bps) combined with relatively low operating costs and low
default rates (3-5%)
C) Government guarantees cover 100% of all consumer loan losses
D) Zero tax rates apply to all retail banking profits in emerging markets

2. Why are traditional commercial banks often ill-suited to serve low-income consumers in
emerging markets on their own?
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A) Their credit processes are over-engineered, costly, and intimidate low-income consumers lacking
formal documentation

B) Central banks prohibit commercial banks from issuing consumer credit

C) Commercial banks lack access to capital markets

D) Low-income consumers prefer dealing with international central banks

3. In emerging markets, what collection strategy is noted as being both cost-effective and
highly successful for low-income consumer loans?

A) Offshore legal litigation in international courts
B) Door-to-door collections

C) Automated email reminders

D) Seizing agricultural land without notice

4. Which strategy allowed major banks (such as Unibanco in Brazil) to rapidly enter the
low-income consumer finance market?
A) Building thousands of luxury physical bank branches
B) Partnering with or acquiring specialized low-cost finance companies (e.g., Fininvest) that operate at
points of sale
C) Stopping all retail lending to focus on government bonds
D) Relying exclusively on high-net-worth private banking clients

Answer Key

1. B — High net interest margins coupled with modest operating expenses and low loan loss rates drive robust
profitability in emerging consumer markets.

2. A — Traditional branch structures and rigid underwriting systems are poorly suited for consumers without
formal salary documents.

3. B — Door-to-door collection visits are economical in emerging markets and highly effective in keeping
default rates low.

4. B — Partnering with low-cost consumer finance specialists enables banks to leverage point-of-sale store
distribution and specialized risk assessment systems.

Lesson 20: India Consumer Banking Landscape

1. What shift in consumer behavior among young working couples (ages 25-30) in India drove
the rapid expansion of consumer finance?

A) A complete boycott of all manufactured consumer durables

B) A transition from "save now buy later” to a mindset of "affordable indulgence" financed by credit
C) A preference for bartering goods instead of using currency

D) Exclusive reliance on government pension schemes

2. Which domestic bank emerged as the market leader in Indian consumer finance, expanding
its outreach from 15 cities in 2000 to over 1,000 cities?

A) State Bank of India

B) ICICI Bank

C) Reserve Bank of India

D) Punjab National Bank

3. In the early 2000s, what credit infrastructure institution was established in India to facilitate
information sharing on loan defaults among banks?
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A) e-CIB Pakistan

B) CIBIL (Credit Information Bureau (India) Limited)
C) FINRA

D) ABS Singapore

4. Why did small merchants and self-employed professionals in India initially resist adopting
credit card payment terminals?

A) Card transactions were limited to $1 per year

B) Concerns over merchant transaction fees, equipment costs, and tax tracking of cash flows
C) SBP regulations prohibited card transactions in retail shops

D) Lack of electricity across all urban metropolitan centers

Answer Key

1. B— Younger demographic cohorts abandoned traditional savings-first habits in favor of financing lifestyle
purchases on credit.

2. B — ICICI Bank aggressively built a widespread retail network across 1,000 cities to establish market
leadership in Indian consumer credit.

3. B — CIBIL was set up in 2000 to compile credit histories and track loan defaulters across member
institutions.

4. B — Retail merchants baulked at terminal fees and resisted shifting away from unrecorded cash
transactions.

Lesson 21: The Next 4 Billion Market Size & Business Strategy at the

Base of the Pyramid an IFC/World Resources Institute Report (2007)

1. According to the IFC/WRI 2007 report, how is the Base of the Pyramid (BOP) defined in terms
of income and aggregate global market size?

A) Individuals earning over $20,000 per year, forming a $12.5 trillion market

B) 4 billion low-income people earning below $3,000 in local PPP per year, representing a $5 trillion
global consumer market

C) 100 million corporate executives in emerging markets representing $1 trillion
D) Only individuals living on less than $0.10 a day

2. Which segment within the BOP stratification possesses sufficient discretionary income to
purchase non-essential products and represents an immediate market entry target?

A) The lowest segment (<$1/day PPP)

B) The top BOP segment ($2-$8/day PPP, comprising ~1.1 billion people)

C) High-net-worth institutional investors

D) Sovereign wealth fund managers

3. What does the term "BOP Penalty" refer to in low-income markets?

A) Fines imposed by government regulators on poor citizens

B) Low-income consumers paying higher prices for inferior goods and services due to inefficient or
monopolistic supply chains

C) Bank penalty fees charged on high-net-worth savings accounts
D) Higher tax rates levied on rural agricultural workers

4. Why do BOP consumers generally resist large up-front purchases or rigid recurring
installment schedules?
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A) They have predictable, guaranteed monthly corporate salaries

B) Their income streams are low and highly unpredictable/fluctuating

C) Government laws forbid low-income individuals from making purchases
D) They prefer paying 100% in advance via credit cards

Answer Key

1. B — The BOP encompasses 4 billion low-income individuals who collectively form a $5 trillion global
purchasing market.

2. B — The upper tier of the BOP holds surplus income for discretionary non-food purchases, making them
readily accessible to businesses.

3. B— The BOP penalty reflects the extra cost poor consumers incur due to fragmented markets, local
monopolies, and credit scarcity.

4. B — Income volatility causes low-income households to avoid large fixed outlays or rigid monthly payment
schedules.

Lesson 22: Market-Based Approach for Poverty Reduction

1. How does a market-based approach to poverty reduction fundamentally differ from
traditional aid/charity approaches?

A) It relies entirely on continuous government cash handouts without commercial activity

B) It recognizes low-income individuals as active consumers and producers, seeking sustainable,
demand-driven market solutions

C) It eliminates private enterprise in favor of state monopolies

D) It focuses exclusively on corporate debt restructuring

2. What strategic business concept shifts the focus from "who can buy the product" to "who
can use the product” in BOP markets?

A) Strict product ownership requirements

B) Affording access rather than ownership through shared-usage models
C) Mandatory annual subscription contracts

D) Exclusive luxury branding

3. In BOP markets, what is meant by "scaling out" as opposed to traditional "scaling up"?
A) Building massive centralized mega-factories in capital cities
B) Replicating and adapting localized, low-cost operational nodes across small, scattered communities
C) Expanding corporate headquarters overseas
D) Increasing administrative management tiers

4. Which healthcare organization in India is highlighted as a prime example of "scaling out" by
using local community triage centers and centralized expert eye surgeons?

A) Mayo Clinic

B) Aravind Eye Care

C) World Health Organization

D) Red Cross Society

Answer Key

1. B — Market-based strategies treat low-income households as active economic partners and build
self-sustaining market solutions.
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2. B — Shared usage (like village payphones) expands market reach by monetizing usage rather than
requiring capital ownership.

3. B— "Scaling out" decentralizes operations into adaptable, low-overhead local units suited to dispersed
populations.

4. B — Aravind Eye Care deploys low-cost local community screening centers while reserving high-cost
surgical specialists for centralized hospitals.

Lesson 23: Financial Services Market within BOP

1. How has the financial services landscape for the Base of the Pyramid (BOP) evolved beyond
traditional microcredit?

A) By eliminating all microfinance institutions

B) By expanding into full commercial services including savings accounts, micro-insurance, mobile
money, and cross-border remittances

C) By restricting banking access exclusively to state-owned post offices

D) By requiring $10,000 minimum opening balances for all accounts

2. What innovative technology did Citi introduce in India to enable low-income, semi-literate
customers to operate automated teller machines (ATMs)?

A) Voice-recognition facial scanners

B) Thumbprint (biometric) identification systems

C) Complex 16-digit alphanumeric passwords

D) Written hand-signed checks

3. What mobile financial transaction platform in Kenya, developed by Vodafone and Safaricom,
revolutionized cash transfers via local neighborhood agents?

A) Celpay

B) M-Pesa

C) e-CIB

D) Anagram

4. What key finding regarding low-income customer behavior is demonstrated by the portfolios
of institutions like BRI (Indonesia) and Compartamos (Mexico)?
A) Low-income clients refuse to save money under any circumstances

B) There is a massive appetite for secure savings accounts, which often represent a much larger
portfolio share than microloans

C) Microloans are the only financial product low-income consumers ever use
D) Low-income clients only invest in foreign stock markets

Answer Key

1. B— BOP financial services have broadened into a multi-product ecosystem encompassing savings,
transfers, insurance, and banking channels.

2. B — Citi introduced thumbprint ATMs in low-income Indian neighborhoods to eliminate PIN/literacy barriers.

3. B— M-Pesa enabled users to deposit, transfer, and withdraw electronic money via SMS technology and
local retail agent networks.

4. B — Low-income households demonstrate a high demand for deposit accounts to safeguard funds and
manage income volatility.
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Lesson 24: Reflection Time!

1. According to the WEF/BCG "Next Billions" report, what is the primary objective when
designing "life-enhancing offerings" for low-income consumers?

A) Dumping unsold surplus inventory from developed markets at high prices

B) Adapting products and prices to local budgets and constraints while maintaining high quality and
durability

C) Removing all functional features to create disposable single-use items

D) Offering high-risk speculative financial derivatives

2. What distribution model did Hindustan Unilever deploy in India (Project Shakti) to overcome
low literacy and lack of traditional mass media in rural villages?

A) Direct TV infomercials broadcast from capital cities

B) A network of local village women who educate neighbors and demonstrate product benefits
C) Automated drone drop-offs to remote farmland

D) Billboards along major interstate highways

3. Why is Return on Capital (ROC) often a better performance metric than traditional "Operating
Margin" for BOP business units?

A) BOP business units have zero capital requirements

B) BOP markets rely on high-volume, low-unit-price models with lean overheads, where return on capital
better reflects performance

C) Operating margin is banned by international accounting standards

D) Operating margin only applies to non-profit charitable organizations

4. What organizational recommendation is made to prevent core corporate bureaucracy from
stifling innovation in BOP business units?

A) Forcing BOP teams to meet identical short-term quarterly margin targets as mature urban divisions
B) "Unshackling" the organization by empowering dedicated champions with decision autonomy, tailored
metrics, and agile structures

C) Merging BOP units directly into corporate legal litigation departments

D) Eliminating executive oversight completely

Answer Key
1. B — Life-enhancing offerings tailor pricing and packaging to tight budgets without compromising product
quality or reliability.
2. B — Project Shakti engages trusted local women micro-entrepreneurs to conduct direct educational
demonstrations in rural villages.

3. B — In high-volume, lower-margin BOP business models, Return on Capital accurately captures capital
efficiency and operational performance.

4. B — Unshackling BOP units grants them the autonomy, flexible metrics, and lean structures needed to
innovate outside standard corporate rules.

Lesson 25: Reflection Time (Contd...)

1. According to the WEF/BCG framework in Lesson 25, why must marketing programs targeting
Base of the Pyramid (BOP) consumers be educational as well as persuasive?

A) Because government regulators mandate literacy exams before purchase
B) Because BOP consumers are often unfamiliar with new products and their intended benefits
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C) Because traditional mass media advertising is illegal in rural areas
D) Because educational marketing allows companies to charge double the price

2. In India, how did fertilizer company IFFCO and telecommunications provider Airtel
collaborate to serve rural farmers?
A) Airtel acquired 100% of IFFCO's chemical manufacturing plants

B) Airtel used IFFCO's established rural distribution channel to market and distribute its telecom
products to farmers

C) IFFCO replaced all its fertilizer stores with telecom towers
D) They jointly formed a state-owned postal bank

3. Why is Return on Capital (ROC) recommended over traditional "Operating Margin" as a
performance metric for BOP business units?
A) Because operating margins are prohibited in emerging markets
B) Because high-volume, low-priced BOP business models rely on lower initial investments and capital
efficiency, making ROC a superior indicator of performance
C) Because ROC measures only physical branch real estate square footage
D) Because operating margins exclude all tax liabilities

4. What role do "success agents" play in unshackling an organization for BOP business
models?

A) They act as external legal auditors who enforce central bank fines

B) They are internal managers responsible for transferring best practices and lessons learned across
business divisions

C) They handle customer complaints at automated call centers
D) They manage physical cash delivery trucks between rural branches

Answer Key

1. B — Low literacy and lack of mass communication require marketing to educate consumers on product
usage and practical benefits.

2. B — Airtel leveraged IFFCO's extensive rural retail network to reach agricultural customers efficiently.
3. B— ROC accurately reflects capital efficiency and profitability in high-volume, low-margin business models.

4. B — "Success agents" translate learnings from BOP business models into actionable pointers for other units
entering new markets.

Lesson 26: SBP Risk Management Guidelines

1. According to State Bank of Pakistan (SBP) Risk Management Guidelines, how are
"unexpected losses" distinguished from "expected losses"?
A) Expected losses are absorbed by capital buffers, while unexpected losses are paid by central bank
subsidies

B) Expected losses are known with reasonable certainty and reserved for, while unexpected losses stem
from unforeseen events and are absorbed by capital

C) Unexpected losses occur only in corporate trading portfolios, while expected losses occur only in
retail deposits

D) There is no distinction between expected and unexpected losses under SBP guidelines

2. At which hierarchical level of risk management do front-office staff and loan origination
personnel operate "on-the-line" where risks are actually created?
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A) Strategic Level
B) Macro Level

C) Micro Level

D) Regulatory Level

3. How frequently is the Board of Directors (BOD) expected to re-evaluate bank risk
management policies in the absence of major uneven circumstances?

A) Every month

B) Every year

C) Every 5 years

D) Only when requested by international rating agencies

4. What is the primary purpose of financial risk management in banking according to SBP
guidelines?
A) To eliminate 100% of all operational and financial risks
B) To optimize the risk-reward trade-off while keeping risk exposures within limits approved by the Board
C) To maximize short-term loan volume regardless of credit quality
D) To transfer all risk management responsibilities to external auditors

Answer Key

1. B — Expected losses are anticipated default costs that are provisioned, whereas unexpected losses require
capital buffers.

2. C — On-the-line risk management occurs at the micro level, where individuals in front-office and loan
origination units directly generate risk.

3. B — SBP guidelines state that the BOD should re-evaluate risk management policies annually unless major
internal or external events dictate more frequent reviews.

4. B — Risk management seeks to optimize risk-return trade-offs rather than attempting to minimize or
eliminate risk entirely.

Lesson 27: ERM: Development & Implementation of "Integrated

Approaches to Measure and Manage Risks across The Enterprise

1. What type of Key Risk Indicators (KRIs) identify systemic issues or causal factors in a
tactical and proactive way before a risk eventuates?

A) Lagging indicators

B) Leading indicators

C) Escalation triggers

D) Historical loss metrics

2. Which global corporate governance framework released in September 2004 established
integrated guidelines for enterprise risk management?

A) The Dey Report (Canada)

B) The Turnbull Report (UK)

C) The COSO Enterprise Risk Management - Integrated Framework
D) Sarbanes-Oxley Act Section 404

3. What are the four stages of the Enterprise Risk Management (ERM) process in sequence?
A) Audit, Litigation, Liquidation, Restructuring
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B) ERM Foundation Setting, Risk Identification & Assessment, Risk Measurement & Reporting, Risk
Mitigation & Management

C) Product Pricing, Sales Distribution, Account Opening, Loan Collection
D) Data Collection, Currency Trading, Tax Filing, Asset Sale

4. Why is a sequential stage-by-stage implementation across an entire firm considered
unproductive for ERM deployment?
A) Central banks prohibit multi-year planning

B) Spending years on qualitative risk assessments before developing KRIs delays validation and creates
an overwhelming backlog

C) Board members are legally barred from participating in Stage 1
D) ERM stages must be completed in reverse order starting from Stage 4

Answer Key

1. B — Leading indicators provide forward-looking data that proactively identify causal risk factors prior to loss
events.

2. C — COSO published its ERM Integrated Framework in 2004 to establish an international benchmark for
corporate governance and risk controls.

3. B— The ERM process operates across four distinct operational stages from foundation setting to active
mitigation.

4. B — Rigid sequential rollouts delay quantitative KRI validation and overburden management with
unprioritized qualitative lists.

Lesson 28: ERM: Development & Implementation of "Integrated

Approaches to Measure and Manage Risks across The Enterprise
(Contd...)

1. What fundamental flaw is associated with traditional "risk measurement by silos"?

A) It relies entirely on automated real-time scenario modeling

B) It generates static reports that treat risks separately, requiring heavy manual work and delaying
enterprise-wide visibility

C) It eliminates all credit risk oversight in retail divisions

D) It forces boards to review 500-page dashboards daily

2. According to Lesson 28, what is the third common pitfall to avoid during ERM
implementation ("Don't boil the ocean")?
A) Focusing exclusively on compliance with Basel Il

B) Attempting to address and document all infinite risks rather than prioritizing critical risks for key
decision-makers

C) Using Excel spreadsheets instead of paper ledger books
D) Refusing to hire external management consultants

3. How did Canadian bank CIBC benefit from its ERM early warning indicators prior to the 1998
Russian financial crisis?
A) It completely shut down all retail branch operations in North America

B) It identified widening credit spreads and volatility, cutting global risk limits by one-third before the
market drop

C) It received a direct cash bailout from the Federal Reserve
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D) It sold its entire credit card portfolio to a competitor

4. In the Heller Financial case study, what critical insight was uncovered during the
implementation of an operational risk methodology?
A) Nearly one-third of losses previously classified as credit losses were actually operational losses
caused by inadequate loan documentation
B) All credit losses were caused by interest rate fluctuations in foreign exchange markets
C) Operational risk had zero impact on total company profitability
D) Branch tellers were stealing cash from deposit vaults

Answer Key

1. B — Silo risk measurement produces fragmented, static reports that obscure interdependencies and delay
executive decision-making.

2. B — "Boiling the ocean” wastes resources on cataloging minor risks instead of focusing on major strategic
threats.

3. B — Early warning KRIs alerted CIBC to reduce risk limits by 33% ahead of the 1998 market crash, avoiding
massive losses.

4. A — Formal ERM revealed that ~30% of supposed credit defaults were rooted in operational documentation
failures.

Lesson 29: Risk Appetite: How Hungry are you?

1. How is "Risk Capacity" defined in relation to "Risk Appetite"?

A) Risk capacity is the amount of profit a bank earns, whereas risk appetite is the tax rate paid

B) Risk capacity is the maximum risk an organization can bear based on capital/assets, and risk appetite
must be set within this capacity limit

C) Risk capacity applies only to market trading, while risk appetite applies only to retail loans
D) Risk capacity is always set equal to zero tolerance risks

2. Why is a "top-down" approach superior to a "bottom-up" approach when defining an
organization's risk appetite?
A) Bottom-up approaches require Board of Directors approval, whereas top-down approaches do not

B) Top-down approaches incorporate external stakeholder expectations and create a proactive strategy,
whereas bottom-up approaches tend to endorse the status quo

C) Top-down approaches eliminate the need for Chief Risk Officers
D) Bottom-up approaches focus exclusively on stock price valuation

3. Which metric was found to be most commonly used (80%) in corporate risk appetite
statements analyzed by PricewaterhouseCoopers?

A) Branch office headcount growth

B) Earnings volatility

C) Physical cash vault storage limits

D) Customer call center hold times

4. Which category of risk typically receives a "zero tolerance" appetite setting in financial
institutions due to potential severe reputational damage?

A) Normal consumer credit defaults in routine lending
B) Fraudulent, unethical activity or regulatory mis-compliance
C) Foreign currency fluctuations in international trade

vulearninghub.xyz Page 25



VU Learning HUB BNK603 quiz file by vulearninghub

D) Minor interest rate margin shifts

Answer Key

1. B — Risk capacity represents the hard structural upper boundary of risk a bank can survive, within which
appetite is chosen.

2. B — Top-down frameworks align executive strategy with stakeholder demands, while bottom-up reviews
merely describe existing exposures.

3. B — 80 percent of surveyed client risk appetite statements incorporated earnings volatility as a primary
guantitative measure.

4. B — Banks establish zero tolerance for fraud or compliance breaches because small incidents cause
disproportionate reputational contagion.

Lesson 30: A Structured Approach to Establishing a Risk Appetite

Statement

1. What is the correct four-step sequence for establishing a formal Risk Appetite Statement?

A) 1. Fire non-performing staff, 2. Audit accounts, 3. Buy insurance, 4. Publish press release

B) 1. Organizational strategic objectives, 2. Align risk profile to plans, 3. Determine risk thresholds, 4.
Formalize and ratify statement

C) 1. Calculate tax liabilities, 2. Close branch offices, 3. Issue credit cards, 4. Set deposit rates

D) 1. Consult competitors, 2. Reduce capital reserves, 3. Waive loan documentation, 4. Seek central
bank bailout

2. In Step 3 of the structured approach, what purpose do "risk thresholds" or "risk tolerances"
serve?

A) They set fixed annual salary bonuses for executive board members

B) They break down high-level risk appetite into measurable, actionable limits at the business unit level
C) They mandate 100% cash collateral for all consumer credit applications

D) They replace the bank's internal audit department

3. According to the comparison table in Lesson 30, how does Economic Capital fundamentally
differ from Regulatory Capital?

A) Regulatory Capital is determined by bank discretion, while Economic Capital is mandated by
government rules

B) Regulatory Capital is rule-based and focuses on systemic risk, while Economic Capital is
discretion-based and focuses on protecting shareholders against volatility

C) Economic Capital applies only to physical cash in vaults, while Regulatory Capital applies to foreign
stock markets

D) There is no distinction between Economic Capital and Regulatory Capital

4. What is a key organizational benefit of communicating a formal Risk Appetite Statement
internally according to KPMG?
A) It provides a clear mandate for the amount and type of risk to accept, manage, or avoid, encouraging
consistent behavior
B) It guarantees a 100% increase in quarterly stock price dividends
C) It eliminates all credit risk defaults across retail portfolios
D) It allows business unit managers to bypass Board oversight

Answer Key
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1. B— The formal process moves sequentially from strategic objectives down to business-unit thresholds and
Board ratification.

2. B — Risk thresholds translate executive risk statements into operational metrics for daily management.

3. B — Regulatory capital is prescribed by authorities for solvency, whereas economic capital reflects internal
assessment of true risk-reward trade-offs.

4. A — Clear internal communication of risk appetite guides manager decision-making and aligns risk-taking
behavior across units.

Lesson 31: ERM at Asian Banks from Challenges to Strategies A

Study by Asia Risk Management Institute (ARMI)

1. According to the ARMI study, why do Asian banks operate in an environment of higher
financial uncertainty compared to banks in Europe and North America?

A) Asian central banks do not allow commercial banks to issue loans

B) Asian markets exhibit higher historical volatility in equity prices, housing, and FX, alongside higher
non-performing loan (NPL) levels

C) Asian banks are exempt from all international financial accounting standards

D) Inflation rates in Asia are permanently zero

2. When self-assessing against the ERM Maturity Model, where did Chief Risk Officers (CROs)
in China, Indonesia, Malaysia, and Thailand rate their institutions?

A) Stage 5 (Black Belt - Business Optimization)

B) Stage 1 or Stage 2, estimating a 5 to 10 year horizon to reach international standards
C) Stage 4 (Brown Belt - Business Integration)

D) Stage 0 (Non-existent)

3. What example of "risk interdependency” is highlighted in the ARMI study?
A) Inadequate loan documentation (an operational risk) leads to higher loss severity in the event of
default (a credit risk)
B) High branch counter hold times lead to foreign exchange currency devaluations
C) Executive bonus cuts cause immediate ATM hardware breakdowns
D) Central bank discount rate hikes cause physical paper document destruction

4. What empirical result was achieved by an early-adopting commercial bank that implemented
arobust ERM program?

A) A 100% reduction in customer service phone calls

B) $1 billion in regulatory capital relief

C) Complete elimination of all taxes payable to local governments
D) Free central bank liquidity guarantees on all speculative trades

Answer Key

1. B — Historical data shows significantly wider price swings in asset markets and elevated NPL ratios across
emerging Asia.

2. B — Most regional CROs acknowledged early maturity levels (Stage 1 or 2) and projected a multi-year gap
to reach global standards.

3. A — Operational flaws in credit documentation compound credit losses during borrower default events.
4. B — As shown in white paper benchmarks, commercial banks implementing advanced ERM secured up to

$1 billion in regulatory capital relief.
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Lesson 32: ERM at Asian Banks from Challenges to Strategies A

Study by ARMI (Contd...)

1. What was identified by participating Asian bankers as their single most critical "People and
Skills" challenge in risk management?

A) Excess availability of overqualified risk experts

B) Severe shortage of experienced risk management talent and the inability to hire/retain qualified
personnel

C) Government mandates restricting risk managers from working full-time

D) High employee turnover in branch security guard units

2. In August 2005, what mandatory requirement was introduced by Bank Indonesia to develop
human capital in risk management?

A) Mandatory retirement for all bank managers over age 50

B) Compulsory formal training and certification in risk management for all bank managers, executives,
and board members

C) Banning the use of computers in credit risk analysis

D) Replacing all human loan underwriters with international software vendors

3. Why does the ARMI study advise Asian banks to acquire vendor-based risk models rather
than relying on internally developed Excel spreadsheets?

A) Excel spreadsheets are illegal under international law

B) Vendor models are more sophisticated and reliable, freeing risk staff from model maintenance to
focus on strategic analysis

C) Vendor models guarantee zero credit defaults across all portfolios

D) Excel spreadsheets cannot calculate basic addition or subtraction

4. What is Recommendation #15 ("Focus on the Low Hanging Fruits") in the ERM
implementation roadmap?
A) Prioritizing quick, achievable initiatives (like establishing a loss-event database) early on to
demonstrate value and maintain momentum
B) Selling off rural bank branch real estate to purchase agricultural farms
C) Delaying all risk management projects until Stage 5 is reached
D) Ignoring operational risk in favor of foreign exchange trading

Answer Key

1. B — Every interviewed Asian bank executive cited the acute scarcity of skilled senior risk management
professionals as their top operational constraint.

2. B — Bank Indonesia mandated formal risk management certification across management levels to build
systematic institutional capability.

3. B — Commercially proven vendor models provide superior reliability and allow staff to devote time to risk
strategy rather than spreadsheet coding.

4. A — Targeting "low hanging fruits" secures early wins that validate the ERM program and sustain
organizational commitment.

Lesson 33: Service Management Breaking the Trade-Off between

Efficiency and Service
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1. According to Frances X. Frei's framework, what fundamental reality distinguishes service
operations from manufacturing operations?

A) Customers are open wallets at the end of a supply chain with zero operational contact

B) Customers actively participate in ongoing operations, introducing variability into the service delivery
process

C) Service firms have 100% control over the quality and cost of their production inputs

D) Service firms can easily eliminate all variability without affecting customer satisfaction

2. Which type of customer-introduced variability relates to differences in customers’
knowledge, skill, or physical ability to perform their role in a service interaction?

A) Arrival Variability

B) Request Variability

C) Capability Variability

D) Subjective Preference Variability

3. How did Dell achieve "low-cost accommodation" when faced with high arrival and request
variability in its high-end server support operations?

A) By requiring corporate customers to fix server hardware themselves

B) By outsourcing on-site customer service to third-party providers who served multiple clients
C) By restricting customer service hours to weekday mornings

D) By replacing all live support engineers with automated phone scripts

4. Why did retail bank First Union fail in its initial attempt to encourage customers to use
self-service ATMs instead of branch tellers?
A) The bank misdiagnosed customer effort variability as capability variability, deploying greeters to train
customers who simply preferred teller service
B) ATMs were physically broken across all branch locations
C) Government regulations strictly prohibited ATM usage for cash deposits
D) Customers lacked basic reading literacy to operate ATM keypads

Answer Key

1. B — Service businesses must manage customer involvement in production, which introduces operational
variability.

2. C — Capability variability occurs when customers possess differing levels of skill, knowledge, or physical
resources required to complete a service task.

3. B — Outsourcing to multi-client service providers allowed Dell to accommodate high arrival and request
variability at a lower cost.

4. A — First Union assumed customers lacked the skill (capability) to use ATMs when they actually preferred
to exert less effort and let tellers do the work.

Lesson 34: Service Management Breaking the Trade-Off between

Efficiency and Service (Contd...)

1. Which four core elements must every service business align to achieve operational success
according to Frances X. Frei?
A) Product design, Marketing budget, Legal structure, and Tax reserves

B) Service offering, Funding mechanism, Employee management system, and Customer management
system
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C) Equity capital, Debt ratio, Land acquisition, and Cash vault storage
D) IT procurement, Wholesale pricing, Import tariffs, and Audit committees

2. How does the text define "service excellence" from a strategic trade-off perspective?

A) Delivering 100% perfection across every single service attribute simultaneously

B) Deciding what a business chooses NOT to do well in order to fund superior performance in target
areas

C) Eliminating all front-line employees in favor of online platforms
D) Offering the lowest prices in the industry while providing unlimited luxury pampering

3. In Commerce Bank's employee management system, what hiring criterion was emphasized
to support its customer service strategy?

A) Hiring for technical aptitude and academic straight-A records over personality

B) Hiring for attitude and training for service, evaluating criteria like "smiling in a resting state"
C) Hiring only former central bank regulators

D) Hiring candidates solely based on physical height and voice volume

4. According to the Boston Consulting Group (BCG) "Lean Advantage" framework, what two
major dimensions are examined to transform operations?

A) Business architecture and Organization model

B) Credit risk and Market risk

C) Import quotas and Export subsidies

D) Deposit rates and Loan margins

Answer Key
1. B — High-performing service firms build alignment across their service model, funding mechanism,
employee management, and customer management systems.

2. B — Service excellence requires hard-coded trade-offs where a firm underperforms on non-essential
attributes to excel on core priorities.

3. B— Commerce Bank targeted attitude over technical aptitude, using simple weed-out criteria like a natural
friendly disposition.

4. A— BCG's Lean Advantage examines operations across business architecture (structure, process,
technology, factor costs) and organization model (culture, governance, performance management, talent).

Lesson 35: Why Bank Customer Experience Matters?

1. According to IBM research on banking consumer experience, what is the ultimate behavioral
goal along the customer attitude continuum?

A) Moving customers from neutral transactionalists to active antagonists

B) Building customer advocates who feel the bank looks out for their financial interests
C) Restricting customer communication strictly to automated billing notices

D) Maximizing penalty fees on inactive current accounts

2.In the IBM 20/20 Customer Experience framework, how are "Emotive Attributes"
distinguished from "Rational Attributes"?
A) Emotive attributes are tactical qualities like speed and consistency, while rational attributes represent
legal compliance
B) Emotive attributes are intangible, subjective dimensions like dignity, empathy, and trust, while rational
attributes are tactical qualities like speed and completeness
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C) Emotive attributes apply only to corporate investment banking, while rational attributes apply to retalil
credit

D) Emotive attributes are easily measured by automated call timers, while rational attributes cannot be
tracked

3. Which higher-order emotive attribute was ranked highest (0.82) by banking buyers during
purchase decisions in IBM's research?

A) Welcomed and informed

B) Professional/friendly employees

C) Treated with dignity

D) Low interest rate charges

4. What is the danger when a bank promises emotional connections in its marketing but
delivers poorly on baseline operational metrics?
A) Automatic regulatory fines from the central bank

B) A severe rift in customer trust and relationships due to the gap between brand promise and
operational reality

C) Immediate conversion of all clients into equity shareholders
D) Complete elimination of physical branch utility costs

Answer Key

1. B— Banks aim to build advocates along the behavioral continuum who actively champion the bank and
deepen their relationship.

2. B — Emotive attributes govern intangible relationship feelings, whereas rational attributes measure
functional execution like speed and accuracy.

3. C — Banking consumers cited higher-order qualities such as dignity (0.82) and empathy (0.79) as top
priorities over simple friendliness or baseline information.

4. B — Misalignment between emotional marketing promises and poor operational execution breaches
customer trust and creates dissatisfaction.

Lesson 36: Moments of Trith in Retail Banking Managing

Customer Interations to Enhance Loyalty, Satisfaction & Share of the
Wallet

1. How is a "Moment of Truth" defined in retail banking?

A) Any annual financial audit performed by external accountants

B) An interaction with the customer that can cause a significant impact (positive or negative) on the
customer's attitude toward the bank

C) A legal court trial between a borrower and a lending institution
D) An automated daily computer backup run at midnight

2. According to Finalta case study data from Bank A, how much more likely are "highly
satisfied" customers to repurchase compared to merely "satisfied" customers?

A) Equal likelihood (1x)

B) Nearly 3 times (2.7x) more likely

C) 10 times less likely

D) 50 times more likely

3. Into which four categories does the briefing classify the universe of customer interactions?
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A) Primary, Secondary, Tertiary, and Quaternary events
B) Routine, Advisory, Life, and Disruptive events
C) Deposit, Credit, Equity, and Derivative events
D) Local, Regional, National, and Global events

4. Which service quality measurement principle is represented by the acronym "RADAR"?

A) Risk, Asset, Debt, Amortization, Reserve

B) Rapid, Accurate, Detailed, Actionable, Rewarded
C) Rate, Audit, Deposit, Allocation, Return

D) Retail, Account, Distribution, Advisory, Recovery

Answer Key

1. B— Moments of Truth are pivotal customer interactions that significantly shape customer perceptions and
loyalty.

2. B — Research showed that highly satisfied customers had an 82% repurchase intention versus 30% for
satisfied customers (~2.7x higher).

3. B — The interaction universe is grouped into routine operational events, sales/advisory events, major life
events, and unexpected disruptive events.

4. B— RADAR summarizes the rules of thumb for effective branch service measurement frameworks.

Lesson 37: Food for Thought

1. In calculating a typical Branch Service Index (BSI), what weighting is assigned to the
Customer Satisfaction Survey and Mystery Shopper Score combined?

A) 10%

B) 40%

C) 80% (40% each)

D) 100%

2. According to the five components of a branch visit framework, what is a primary objective at
the "Entering the branch" stage?

A) Forcing all visitors to fill out loan applications immediately

B) Identifying customers involved in "moment-of-truth" visits (e.g. seeking advice or resolving a problem)
and engaging them at the start

C) Locking cash vaults to prevent robbery

D) Charging an entry fee to cover branch real estate expenses

3. How are "Hygiene Factors" distinguished from "Critical Factors" in branch service quality?
A) Hygiene factors are high-volume routine transactions expected to be error-free with no upside to
exceed expectations, but where errors cause dissatisfaction
B) Hygiene factors represent wealth management advice for high-net-worth clients
C) Hygiene factors cause immediate defection if handled with empathy
D) Hygiene factors refer exclusively to branch physical cleaning schedules

4. What risk arises when a bank places a "meeter-greeter" desk in a small, transaction-oriented
branch outlet with complex traffic patterns?

A) It guarantees 100% conversion of all visitors into mortgage borrowers

B) It can be needlessly expensive and self-defeating if the desk is frequently left unstaffed

C) Central banks issue regulatory fines for having greeter desks

vulearninghub.xyz Page 32



VU Learning HUB BNK603 quiz file by vulearninghub

D) It eliminates all need for tellers and ATMs

Answer Key
1. C — A sample BSI calculation weights Customer Satisfaction Surveys at 40% and Mystery Shopper Scores
at 40% (totaling 80%), with error rates and complaint handling taking 10% each.

2. B — Engaging customers upon entry helps direct simple errands to tellers/self-service while steering
advice/problem-resolution visits to specialized staff.

3. A — Hygiene factors (like speed and accuracy in basic deposits) are baseline expectations where flawless
execution is assumed and errors trigger negative reactions.

4. B — In smaller outlets, meeter-greeter desks add cost and create a poor customer impression when left
unattended.

Lesson 38: Housing/Mortgage Finance in Pakistan

1. Under SBP Prudential Regulation R-15 for Housing Finance, what is the maximum debt
burden ratio permitted for consumer loans inclusive of housing finance?

A) 25% of gross income

B) 50% of the net disposable income of the prospective borrower
C) 75% of total asset value

D) 100% of basic salary

2. According to Regulation R-15, can banks extend housing finance purely for the purchase of
un-constructed land or plots?

A) Yes, with unlimited loan tenors

B) No, financing must be extended for the purchase of land/plot AND construction, with maximum 50%
disbursed for plot purchase

C) Yes, provided the borrower deposits 90% equity

D) No, land purchases must be funded exclusively by international NGOs

3. What is the maximum debt-equity ratio mandated under SBP Regulation R-16 for housing
finance facilities?

A) 50:50

B) 70:30

C) 85:15

D) 95:5
4. What is the maximum permissible loan tenor/period for mortgage housing loans under SBP
Regulation R-17?

A) 5 years

B) 10 years

C) 20 years

D) 50 years

Answer Key

1. B — Regulation R-15 caps total monthly debt amortization payments (including housing loans) at 50% of net
disposable income.

2. B — Pure land purchase financing is prohibited; loans must include construction, with disbursements
released in tranches.
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3. C — SBP Prudential Regulation R-16 sets the maximum debt-equity ratio for housing finance at 85:15.

4. C — Regulation R-17 allows banks to extend housing mortgage loans for a maximum tenor not exceeding
20 years.

Lesson 39: Housing/ Mortgage Finance in Pakistan (Contd...)

1. According to the Consumer Rights Commission of Pakistan (CRCP) survey findings, what
was cited as the NUMBER ONE reason (48.6%) for the rejection of house financing
applications?

A) "My credit worthiness was not favorable”

B) "I could not give all required documents”

C) "My age was above 70 years"

D) "The bank had no liquidity"

2. What factor was identified by the highest percentage of respondents (74.5%) as affecting
their choice of bank for housing finance?

A) Low mark-up or interest rates
B) Account in the same bank

C) Suitable terms and conditions
D) Physical branch decor

3. According to CRCP survey data on processing timeframes, what percentage of housing loan
applications took between less than 1 month to 3 months to process?

A) 12.4%

B) 25.5%

C) 69.1%

D) 98.0%

4. What category generated the highest proportion of customer complaints (44.4%) regarding
housing finance in the CRCP survey?

A) Processing delay
B) High mark-up

C) Staff attitude

D) Hidden charges

Answer Key

1. B — Document submission hurdles were the single largest reason for mortgage application rejections in the
CRCP survey.

2. C — 74.5% of respondents selected suitable terms and conditions as their primary factor when choosing a
housing finance bank.

3. C — Survey results showed that 69.1% of loan applications were processed within 1 to 3 months.

4. B — High mark-up charges accounted for 44.4% of total complaints recorded in the CRCP housing survey.

Lesson 40: Global Perspective on Managing Mortgage Profitability

Retail Banks at a Crossrad in 2009 Principal Findings

1. In the Capgemini global retail banking survey, how were mortgage product strategies
categorized across countries?
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A) Primary, Secondary, and Tertiary products

B) Stand-alone products, Hybrid products, and Hook products
C) Fixed, Variable, and Hybrid interest products

D) Urban, Suburban, and Rural products

2. What major market disruption in 2008 marked a downward turning point for global mortgage
volume and unit profitability?

A) The introduction of paperless digital checks

B) The subprime crisis leading to an explosion in funding costs and credit risk
C) The elimination of all international trade tariffs

D) A sudden drop in global internet bandwidth

3. Which activity was rated by 77% of surveyed banks as the most critical approach to
improving sales productivity in mortgage operations?

A) Discontinuing all credit card issuance

B) Improving cross-selling capabilities

C) Closing all physical branch offices

D) Eliminating life insurance requirements

4. Why does the report predict that retail banks must shift back from a "credit-based" model to
a "deposit-based” business model over the coming years?

A) Government laws prohibit banks from holding credit assets

B) Heightened funding requirements, Basel Il constraints, limited securitization access, and rising risk
costs make deposit-funded credit essential

C) Consumers refuse to accept loans of any kind
D) Deposits carry negative interest rates in all global markets

Answer Key

1. B— Mortgage strategies were classified into stand-alone (must be profitable on its own), hybrid (acquisition
tool with profitable margin targets), and hook (acquisition loss-leader to cross-sell).

2. B — The 2008 financial crisis escalated funding costs and loan loss provisions, eroding mortgage unit
profitability worldwide.

3. B — Nearly 80% of banks identified enhancing cross-selling (e.g. current accounts, credit cards, insurance)
as the key lever to bolster mortgage profitability.

4. B — Post-crisis liquidity constraints and securitization decline force banks to rely on stable customer
deposits to fund mortgage growth.

Lesson 41: Auto Financing/Leasing in Pakistan

1. Under SBP Prudential Regulation R-10, what is the maximum permissible tenure for an auto
loan facility?

A) 3 years

B) 5 years

C) 7 years

D) 10 years

2. What restriction does SBP Prudential Regulation R-11 impose regarding car prices for auto
financing?

A) Banks can finance up to 100% of dealer premiums and black-market rates
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B) Banks can only extend financing for the ex-factory tax-paid price fixed by car manufacturers
C) Minimum down payment must be at least 50% for all locally assembled cars
D) Auto loans cannot be offered on locally assembled brand new vehicles

3. Under SBP Regulation O-8, what is the maximum age limit for used cars eligible for bank
financing?

A) 3 years

B) 5 years

C) 7 years

D) 10 years

4. Under SBP guidelines, what is the maximum debt burden limit (total monthly payments
relative to take-home income) for auto loan customers?

A) 25% of take-home income
B) 40% of take-home income
C) 50% of take-home income
D) 75% of take-home income

Answer Key

1. C — Regulation R-10 mandates that the maximum tenure of auto loan financing shall not exceed seven
years

2. B — Regulation R-11 specifies that banks/DFls cannot finance premiums charged by dealers above the
manufacturer's ex-factory tax-paid price

3. B — Regulation O-8 prohibits banks/DFls from financing used cars that are older than five years

4. C — SBP auto loan guidelines mandate that total monthly loan amortization payments shall not exceed 50%
of the customer's take-home income

Lesson 42: SBP Operational Guidleins for Credit Cards Business in

Pakistan

1. Under SBP Prudential Regulation R-7, what is the standard maximum clean (unsecured) limit
for a credit card borrower?

A) Rs 100,000
B) Rs 500,000
C) Rs 1,000,000
D) Rs 5,000,000

2. Under SBP guidelines, if a bank intends to revise its Schedule of Charges or alter agreed
terms for active credit cardholders, how much advance notice must be provided?

A) At least 7 days

B) At least 15 days

C) At least 30 days

D) At least 60 days

3. What is the maximum mandatory resolution timeframe for disputed credit card transactions
originated within Pakistan under SBP guidelines?

A) 15 days

B) 30 days

C) 45 days
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D) 90 days

4. To discourage aggressive marketing, what tool are banks required to maintain to exclude
customers who do not wish to receive telemarketing calls?

A) A National Credit Blacklist

B) A "Don't Call List"

C) An e-CIB Delinquency Index

D) A Card Facilitation Directory

Answer Key

1. B— Regulation R-7 states that the maximum clean unsecured credit card limit per borrower shall generally
not exceed Rs 500,000

2. C — SBP operational guidelines mandate that any change in the Schedule of Charges or terms must be
communicated to active cardholders at least 30 days before taking effect

3. C — Guidelines require card issuing banks to resolve disputed transaction complaints within a maximum of
45 days from the date of complaint for domestic transactions

4. B — Banks/DFIs must maintain an accessible "Don't call list* containing contact details of customers who
opt out of telemarketing contacts

Lesson 43: Building Consumer Trust in Retail Payments

1. According to Deloitte's framework on retail payment trust, which attribute represents a
consumer's perception of the bank's ability to protect them before a problem occurs?

A) Tolerated vulnerability

B) Financial protection

C) Impact management

D) Solvency ratio

2. Which attribute of trust was identified as having the greatest room for operational
improvement among payment providers?

A) Initial branding

B) Impact management (managing customer experience after a problem occurs)
C) Basic interest calculation

D) Physical branch security

3. According to Deloitte survey findings, which two key trust drivers showed the highest
correlation with overall consumer trust for fraud victims?

A) Competence and Overall reputation

B) Low interest rates and free cheque books

C) Branch count and physical ATM placement

D) Card plastic design and color choices

4. What percentage of reported trust variation among fraud victims was explained by the eight
key trust attributes examined in the survey?

A) 10%

B) 40%

C) 66%

D) 95%
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Answer Key

1. A — Tolerated vulnerability refers to consumers' perceptions of their financial institution's ability to protect
them against potential problems before they happen

2. B — The study noted that the greatest room for improvement lies in managing customer experience and
impact after a problem or fraud event is detected

3. A— Competence (0.73) and overall reputation (0.72) exhibited the strongest statistical correlations with
consumer trust among fraud victims

4. C — Survey analysis demonstrated that ratings on the eight trust attributes accounted for 66% of reported
trust levels among fraud victims

Lesson 44: Evolving Models of RB Distribution Capitalizing on

Changes in Channel Usage

1. In Deloitte's distribution study, what percentage of US bank branches built in 2001 had NOT
yet reached a break-even level of deposits by 20077

A) 15%

B) 30%

C) 60%

D) 85%

2. Which legislation in the United States enabled the rapid expansion of Remote Deposit
Capture (RDC) technology?

A) Sarbanes-Oxley Act

B) Check Clearing for the 21st Century Act (Check 21)
C) Dodd-Frank Act

D) Glass-Steagall Act

3. What retailer is cited as an example of Level 4 channel integration, where channels and
business systems are fully organized around specific customer segments?

A) L.L. Bean

B) Best Buy

C) Walmart

D) Target

4. What term describes the risk banks face when hesitating to transition from old legacy IT
systems to modern core platforms for fear of losing customers during the shift?

A) The "Boiled Frog" syndrome
B) The "Hermit Crab" dilemma
C) The "Black Swan" paradox
D) The "Paper Tiger" trap

Answer Key

1. C — Deloitte research found that 60% of US bank branches constructed in 2001 failed to achieve
break-even deposit levels within six years

2. B — Check 21 paved the legal and operational foundation for remote deposit capture by allowing electronic
check image processing

3. B — Level 4 integration is exemplified by Best Buy, which tailors store layouts, website specs, and call
center channels to distinct customer segments
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4. B — The "hermit crab” dilemma refers to a bank's vulnerability and hesitation when leaving legacy IT
systems to adopt new core platforms

Lesson 45: Fit, Focused and Ready to Fight How Banks can get in

Shape for the Battle Ahead

1. According to the IBM study, what percentage of surveyed banking executives cited business
model uncertainty as the issue keeping them "awake at night"?

A) 25%

B) 50%

C) 75%

D) 95%

2. How did pre-tax profits perform from 2003 to 2008 for "Operational Excellence" financial
firms compared to traditional banks (-9%)?

A) Declined by 50%

B) Remained flat at 0%
C) Grew by 12%

D) Dropped by 25%

3. What asset size range was identified as the profitability "Sweet Spot" where banks achieve
scale without suffering from excessive organizational complexity?

A) $1-10 billion in assets

B) $50-100 billion in assets

C) $501-1,000 billion ($US 501-1,000B) in assets
D) Over $5,000 billion in assets

4. To rebuild customer trust and drive sustainable revenue, what approach to customer
segmentation does the report advocate?

A) Segmentation based on traditional demographic attributes like age and life stage
B) Segmentation based on what clients genuinely value and need

C) Uniform single-tier segmentation for all retail accounts

D) Geographic distance from the nearest physical branch

Answer Key

1. C — IBM Institute for Business Value survey data showed 75% of banking executives cited business model
uncertainty as their primary strategic concern

2. C — While traditional banks saw pre-tax profits decline by 9%, operational excellence specialists
experienced 12% profit growth

3. C — IBM analysis identifies $501—1,000 billion in assets as the optimal sweet spot for profit per branch and
profit per employee

4. B — The report recommends shifting away from legacy demographic markers toward value-based customer
segmentation

vulearninghub.xyz Page 39



End of Quiz

BNK603 — 180 solved MCQs
Prepared by VU Learning HUB
vulearninghub.xyz



