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INSTRUCTIONS: Answer Question ONE and any other TWO questions.

QUESTION ONE (30 MARKYS)
a) Explain financial markets and their primary funosan an economy. (20 marks)
b) Discuss the concept and key indicators of an efficiinancial market. (20 marks)
c) Examine the role of financial markets in promoteé@pnomic growth. (5 marks)
Discuss the Functions of Money Market Charactesstf Money Market (5marks)

QUESTION TWO (20 MARKYS)
a) With examples differentiate between debt and equiykets. (10 marks)
b) Explain the difference between primary and seconflaancial markets. (6 marks)
c) Explain the significance of exchanges and overetgater (OTC) markets in

financial transactions (4 marks)

QUESTION THREE (20 MARKYS)
a) Explain financial intermediation and its importanedinancial markets. (10 marks)
b) Briefly describe the role of negotiable bank cesdifes of deposits and commercial
paper in the financial system. (6 marks)

c) Explain repurchase agreements (repos) and howibey (4 marks)

QUESTION FOUR (20 MARKS)
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a) Discuss the role of capital markets in the econaieielopment of Kenya. (10 marks)
b) Explain the role of the Capital Markets Authorit€MA) in regulating capital
markets. (6 marks)

c) ldentify and describe two key participants in teewgities market in Kenya. (4 marks)

QUESTION FIVE(20MARKYS)
a) Explain the need for financial regulation in a fic&l system. (10 marks)
b) Discuss the key components of Kenya's financialletgry framework. (6 marks)
c) How do financial regulations contribute to the gtgbof financial markets?
(4 marks
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