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Note: Answer all questions
	1(a)
	Write a short note on CTS. 
· Movement of the physical instrument is curtailed
· Image of the payment instrument is captured along with MICR data simultaneously
· Clearing Process completed based on Electronic data and image of the Cheques
	(2 marks)

	(b)
	Explain the classification of credit cards.  Based on mode of credit recovery
· Charge Card
· A card that charges no interest but requires the user to pay his/her balance in full upon receipt of the statement, usually on a monthly basis. While it is similar to a credit card, the major benefit offered by a charge card is that it has much higher, often unlimited, spending limits.

· Revolving credit card
· A line of credit where the customer pays a commitment fee and is then allowed to use the funds when they are needed. It is usually used for operating purposes, fluctuating each month depending on the customer's current cash flow needs.
Based on status of credit card
· Standard Card- it is a generally issued credit card
· Business Card- (Executive cards) 
· It is issued to small partnership firms, solicitors, tax consultants, for use by executives on their business trips.
· Gold Card
· A credit card issued by credit-card companies to favored clients, entitling them to high unsecured overdrafts, some insurance cover, etc
· Based on geographical validity
· Domestic card- Cards that are valid only in India and Nepal are called domestic cards.
· International Card- credit Cards that are valid internationally are called international cards.

· Based on franchise/ Tie-up
· Proprietary card- A bank issues such cards under its own brands. E.g. SBI card Cancard of Canara bank

· Master Card- this card is issued under the umbrella of “MasterCard International”
VISA Card – it is issued by any bank having tie up with “VISA international”
	(6 marks)

	(c)


	Explain the concept of Universal Banking and it advantages. 
Universal banking is a combination of Commercial banking, Investment banking, Development banking, Insurance and many other financial activities. It is a place where all financial products are available under one roof. So, a universal bank is a bank which offers commercial bank functions plus other functions such as Merchant Banking, Mutual Funds, Factoring, Credit cards, Housing Finance, Auto loans, Retail loans, Insurance, etc. 
· Investors' Trust: Universal banks hold stakes (equity shares) of many companies. These companies can easily get other investors to invest in their business. This is because other investors have full confidence and faith in the Universal banks. They know that the Universal banks will closely watch all the activities of the companies in which they hold a stake. 
· Economics of Scale: Universal banking results in economic efficiency. That is, it results in lower costs, higher output and better products and services. In India, RBI is in favour of universal banking because it results in economies of scale. 
· Profitable Diversification: Universal banks diversify their activities. So, they can use the same financial experts to provide different financial services. This saves cost for the universal bank. Even the day-to-day expenses will be saved because all financial services are provided under one roof, i.e. in the same office. 
· Easy Marketing: The universal banks can easily market (sell) all their financial products and services through their many branches. They can ask their existing clients to buy their other products and services. This requires less marketing efforts because of their well-established brand name.
· One-stop Shopping: Universal banking offers all financial products and services under one roof. One-stop shopping saves a lot of time and transaction costs. It also increases the speed or flow of work. So, one-stop shopping gives benefits to both banks and their clients. 
	(8 marks)

	2(a)
	What are the forms of Mobile banking?

· Use mobile device to connect to a financial institution to view account balances and transactions, transfer funds between accounts, pay bills, receive account alerts, deposit checks, etc.
· SMS (Short Message Service)
· WAP (Wireless Application Protocol)
· Application Based
	(2 marks)

	(b)
	Explain the factors influencing the foreign exchange.
· International Trade (BOP)
· Change in Prices (Inflations)
· Strength of the economy (Inflations)
· Stock Exchange Operations
· Capital Movements (FDI & FII)
· Speculations
· Government Policies
· Political Factors
	(6 marks)

	(c)


	Explain the different types of LC.
· Revocable or Irrevocable Letter of Credit 
Letters of credit can be revocable. This means that they can be cancelled or amended at any time by the issuing bank without notice to the beneficiary. However, drawings negotiated before notice of cancellation or amendment must be honoured by the issuing bank. 

An irrevocable letter of credit cannot be cancelled without the consent of the beneficiary.

· Unconfirmed Or Confirmed
An unconfirmed letter of credit carries the obligation of the issuing bank to honour all drawings, provided that the terms and conditions of the letter of credit have been complied with. 

A confirmed letter of credit also carries the obligation of another bank which is normally located in the  beneficiary’s country, thereby giving the beneficiary the comfort of dealing with a bank known to him.

· Sight or Term Usance 
Letters of credit can permit the beneficiary to be paid immediately upon presentation of specified documents (sight letter of credit), or at a future date as established in the sales contract (term/usance letter of credit).

· Red Clause Letter of Credit 
A red clause letter of credit incorporates a clause, traditionally written in red, which authorizes the bank acting as the negotiating or paying bank to pay the beneficiary in advance of shipment.
· Transferable Letter of Credit 
A transferable letter of credit allows the beneficiary to act as a middleman and transfer his rights under a letter of credit to another party or parties who may be suppliers of the goods. 

· Back-to-Back Letter of Credit
This LC type considers issuing the second LC on the basis of the first letter of credit. LC is opened in favor of intermediary as per the Buyer's instructions and on the basis of this LC and instructions of the intermediary a new LC is opened in favor of Seller of the goods.
· Deferred Payment Letter of Credit
· This LC type considers issuing the second LC on the basis of the first letter of credit. LC is opened in favor of intermediary as per the Buyer's instructions and on the basis of this LC and instructions of the intermediary a new LC is opened in favor of Seller of the goods. 
Standby letter of Credit
	(8 marks)

	3
	Case Study
	

	
	RBI along with national payments corporation of India launched Unified Payment Interface (UPI) with the objective of proactively encouraging electronic payment systems for ushering in a cashless society in India. 
The record of cashless transaction in our country is very dismal. At present it stands at 6 transaction/person/year which is partly due to the fact out of the 10 million plus retailers in India, hardly 1.1 million have card payment acceptance. 

Cashless economy is required to make transaction more convenient for the layman rather than carrying bulk cash. Reducing the economy’s dependence on cash and shifting to electronic fund transfer would result in betterment of economy. 

a. What are the different mediums present in the digital transaction?

Mobile Banking

Internet Banking

Web Application Banking

Wallet transfer

UPI – Unified Payment Interface

b. What are the various threat of online fund transfer?

Hacking

Virus attacks

Loss of passwords

Mistake in transactions

c. What are the safety measure one has to take to avoid cybercrimes?

Not to share the banking information 

Use personal computer and mobile.

Use Antivirus

d. What are the advantages of Electronic fund transfers?

Fast and East transfer

Convenient

No time restrictions

Secure
	(8 marks)
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