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Summative Assessment 

SECTION A                    (18) 

 
Multiple Choice – Circle the letter to indicate the correct answer                     (5) 
 

1.1 An important part of the economy of the country is the exercising of control over 
interest rates by the Government through  
 

 A Parliament  
 B the Minister of Finance 
 C the Reserve Bank  
 D the Financial Services Board 

 
1.2 If interest rates, fall the underlying capital value of existing long term fixed 

interest securities in the market will…  
 

 A rise  
 B fall  
 C stay constant 
 D ANY of the above 
 
1.3 Which one of the following would be classified as a lender in the capital 

market?  
 

 A Investment managers  
 B Investment brokers 
 C The Government 
 D The Post Office 
 
1.4 Which one of the following would NOT play any role as a facilitator in the capital 

market?  
 

 A the Bond Exchange  
 B stock brokers 
 C the Life Offices Association  
        D      the SA Reserve Bank 
1.5   The typical investment period for a fixed interest government stock is   

 
 A 3 to 5 years  
 B 5 to 10 years 
 C 8 to 12 years 
 D 10 to 20 years  
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2.   State whether the following statements are true or false:                      (7) 

 

2.1 A recession is technically defined as four successive quarters of negative 

growth in the size of the economy. 

Answer: __________________ 

 

2.2 Private sector companies may seek to raise funds in the capital market for 

expanding their businesses. 

Answer: __________________ 

 

2.3 All bonds issued for the same period by different borrowing institutions at the 

same time will carry the same coupon/interest rate. 

Answer: __________________ 

 

2.4  Although the Reserve Bank is not a commercial bank, it plays a vital role in the 

financial services sector of the country’s economy 

Answer: __________________ 

 

2.5 Equities or shares is a form of part ownership of a company and can be unlisted 

or listed, the latter meaning that they are traded through a stock exchange. 

Answer: __________________ 

  

2.6 Bonds are a low risk investment, returns are not so high and the interest 

payable is very often guaranteed.  

Answer: __________________ 

   

2.7 Shares are high risk but produce higher returns over the long term and are 

more liquid. 

Answer: __________________ 
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3.  Fill in the correct words using a word/s from the list available to complete 

the sentences below:          (4) 

 

(a) fiscal / monetary (b) cool / accelerate 

(c) reducing / increasing  

 

The government exercises (a)________________________   policy if it raises 

interest rates to (b)___________________________ the economy and uses  

(a)_________________________ policy in  (c)_______________________ tax 

rates to encourage more investments. 

 

 

4.   Fill in the correct words using a word/s from the list available to complete 

the sentences below:                                                                                             (2) 

 

(a) long / short (b) variable / fixed 

 

The bond market is made up of (a)_______________________ term deposits with 

Municipal and Government bodies at a (b) __________________________rate of 

interest.  

 
 
SECTION B 
Short Questions          (12) 
                                                                                                 

5. List the three (3) different types of asset class available in financial markets.  (3)      
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6.  Discuss the capital market with reference to the each of the following aspects:   
                                                                                                               
(a) Risk and Volatility                                                                                          (3) 
 

 
 
 
 
 
 
 
  

 
(b) Time Horizons                                                                                             (2) 
 
 
 
 
 
 
 
 

 
(c) Nature of Return                                                                                          (2) 
 
 
 
 
 
 
 
 
 
 
(d) inflation                                                                                                       (2) 
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SECTION C 
7. Long Question 
    Answer the question below in Essay format.                                        (10) 
 
7.1 Discuss the economy in which the Capital Market operates.  Give examples where 
possible.                     (10) 
 
 

 

 


