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QUESTION ONE

The financial system of a country plays a crucial role in economic stability and growth.
At the center of this system is the Central Bank, which regulates money supply, controls
inflation, and oversees commercial banks to ensure financial stability. Commercial
banks, on the other hand, provide essential services such as savings accounts, loans,
and credit facilities to businesses and individuals. Apart from banks, there are other
financial institutions like microfinance banks, insurance companies, and investment

firms that offer specialized financial services.

Financial markets, including money markets and capital markets, enable businesses and
governments to raise funds by trading short-term and long-term financial instruments.
The proper functioning of these institutions and markets ensures smooth economic
activities and supports investment and development.
Required:

a) Explain five ways how the Central Bank regulates commercial banks

(10 marks)

b) Discuss five differences between commercial banks and non-bank financial

institutions. (10 marks)
¢) Explain five roles of money markets in the Kenyan economy. (10 marks)
QUESTION TWO

a) With the help of diagrams, explain five characteristics of inference curves.

(5 Marks)

b) Discuss five reasons for the rapid development of international trade. (5 Marks)
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QUESTION THREE

a) Donald Trump, the 48t president of America slapped imports from Canada and
China with an import duty of 25% and 10% respectively as a measure to protect
American manufacturers. Present five arguments against trade protectionism

(5 Marks)

b) Examine five reasons why the government of Kenya levies taxes on its citizens

(5 Marks)

QUESTION FOUR
a) Explain five reasons why students study Economics (5 Marks)

b) For money to perform its functions, it has to possess certain characteristics.

Discuss five of these characteristics. (5 Marks)

QUESTION FIVE

a) The Government of China is more inclined to a socialist system. Discuss five

features of a socialist economic system (5 Marks)

b) There was a sudden increase in the supply of tomatoes in Kenyan markets in
the months of December and January. Discuss five factors to account for this

increase. (5 Marks)

QUESTION SIX
a) Using diagrams, differentiate between the following paired concepts
i.  Change in supply and change in quantity supplied (2.5 marks)

ii. Movement along demand curve and shift in demand curve

(2.5 marks)

b) Using examples drawn from Kenya, discuss five reasons for the existence of

monopoly. (5 Marks)
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