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PART- A (10 × 1 = 10 Marks)
Answer any TEN questions.
1. Cloud banking refers to the use of cloud computing technology by banks to deliver banking services through virtual platforms with greater flexibility, scalability and cost-efficiently
2. Risk management in insurance is the process of identifying, assessing and mitigating potential financial losses due to uncertain future events.
3. NEFT (National Electronic Funds Transfer) is an electronic payment system used to transfer funds from one bank account to another within India on a deferred settlement basis.
4. A loss assessor is a licensed professional appointed by an insurance company to assess the extent of loss or damage and determine the claim amount.
5. Financial disruptors are innovations, especially technological ones like fintech that significantly change or challenge the traditional financial services industry.
6. One method of risk management is risk avoidance, where actions are taken to eliminate risk entirely.
7. The Insurance Ombudsman resolves complaints related to insurance policies, ensuring quick and cost-effective dispute resolution for policyholders.
8. Cryptocurrency is a digital or virtual currency secured by cryptography, often using decentralized block chain technology (e.g., Bitcoin).
9. IRDA (Insurance Regulatory and Development Authority) is the statutory body that regulates and promotes the insurance industry in India.
10. Two benefits of block chain in banking: Enhanced security through tamper-proof records, Improved transparency and faster transaction settlements
11. The Reserve Bank of India (RBI) regulates risk management practices in Indian banks.
12. Insurance is a contract in which an individual or entity receives financial protection or reimbursement against losses from an insurance company.


PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. Major transformations in the banking sector due to financial disruptors and the digital financial revolution: Financial disruptors such as fintech companies have changed the traditional banking model by offering faster, customer-centric, tech-enabled services. Digital financial revolution introduced online banking, mobile apps, UPI, digital wallets and AI-based chatbots. Transformation includes:
a. Reduced physical banking dependency.
b. 24/7 digital access to services.
c. Paperless transactions.
d. Personalized services using big data and analytics.
e. Banks are now integrating APIs, Block chain and cloud computing to stay competitive.
14. AI reshaping modern banking: 
· AI enhances customer experience through chatbots, virtual assistants and predictive personalization.
· It helps in fraud detection by identifying unusual transaction patterns.
· Risk assessment and credit scoring are more accurate with machine learning algorithms.
· Enables automation of routine tasks, reducing human error.
· AI supports regulatory compliance by tracking changes in financial laws and automating reports.

15. Roles and responsibilities of insurance intermediaries:
  Insurance Brokers: Advise clients on suitable insurance policies, negotiate with multiple insurers.
  Insurance Agents: Represent one insurer; sell policies, assist with claims and renewals.
  Surveyors and Loss Assessors: Assess the extent of damage or loss and report for claim settlement.
  Third Party Administrators (TPAs): Handle health insurance claims and maintain health records.
  All intermediaries must adhere to IRDA’s Code of Conduct and maintain transparency and ethics.
                                        
16. Compare NEFT, RTGS and SWIFT in terms of features, processing speed and 
Suitability for various transactions.
		Feature






		NEFT



		RTGS



		SWIFT




		Processing Type




	



	



	Batch-based

	Real-time, gross settlement
	Message exchange system

	Speed
	Within few hours
	Instant or real-time
	Varies and used for international

	Suitability
	Small to medium transactions
	High-value transactions
	International fund transfers

	Availability
	24x7 (including holidays)
	24x7 (India)
	Depends on banks globally

	Cost
		Low



	



	



	Higher than NEFT
	Varies based on international banks



17. Functions of the Insurance Ombudsman and the Integrated Grievance Management System (IGMS) in addressing policyholder grievances:
Insurance Ombudsman: Provides free, fast redressal for policyholder grievances, 
Deals with delays, policy rejection, non-settlement, etc., Independent body under IRDAI.
IGMS: A centralized, online platform managed by IRDAI, Tracks complaints against insurers and                                                              
monitors resolution status, Offers transparency and accountability in grievance redressal.
18. Insurance agents function in delivering quality customer service: 
  Agents act as the first point of contact for customers.
  Help in policy selection, premium calculation and document submission.
  Educate customers about policy terms, risks and benefits.
  Assist in claim settlement and post-sale services.
  Maintain ethical behaviour, follow up on renewals and build long-term trust.

19. Tools for controlling risk in financial institutions:
  Diversification: Spreading investments across various assets to reduce risk.
  Hedging: Using financial instruments like derivatives to offset potential losses.
  Insurance: Transferring risk to another party (insurer).
  Capital Adequacy Norms: Maintaining a buffer of capital to absorb losses (as per Basel norms).
  Internal Controls & Audits: Regular checks to ensure compliance and detect irregularities.
  Stress Testing: Simulating extreme conditions to assess financial stability.




PART - C (4 × 10 = 40 Marks)
Answer any FOUR questions
20.  Evolution of banking from traditional systems to the digital era:
Traditional banking was manual, time-consuming, and branch-centric.
Stages of Evolution:
· Manual Era: Physical ledgers, long queues, limited services.
· Computerisation (1980s–90s): Introduction of Core Banking Solutions (CBS), basic automation.
· Internet Banking (2000s): Online access to accounts, fund transfers.
· Mobile and App Banking: Anytime banking via smartphones, digital on boarding.
· Fintech Collaboration: Integration of startups offering e-wallets, P2P lending, robo-advisors.
· Digital-First Models: Neo banks, AI-driven services, biometric authentication and block chain-based transactions.
Banks have evolved into digital ecosystems offering secure, fast, and personalized services globally.
21.Impact of emerging technologies such as Block chain, AI and Cloud Banking on the transformation of the financial services industry:  
· Blockchain:
· Enables transparent, immutable records.
· Facilitates faster, secure cross-border payments.
· Reduces fraud in KYC and smart contracts.
· Artificial Intelligence (AI):
· AI chatbots for customer service.
· Fraud detection and risk prediction.
· Smart lending decisions via machine learning.
· Cloud Banking:
· Enables scalability and cost-efficiency.
· Real-time data access for customers and staff.
· Faster deployment of new services and security patches.
            These technologies drive operational efficiency, cost reduction, regulatory compliance and 
            enhanced customer experience.

22.  Key reforms introduced in the Indian insurance sector and their impact on the market structure:
	  Major Reforms: 
· IRDAI Act, 1999: Establishment of a regulatory body.
· Entry of private and foreign players (post-2000).  
· Increase in FDI limit from 26% to 49% and then 74%.
· Introduction of Online Aggregators and digital policy issuance.
· Micro insurance and Rural Insurance Initiatives.
                Impact  Increased competition and product innovation. 
                              Improved customer service and transparency.
                              Penetration into semi-urban and rural markets.
                              Enhanced accountability via grievance redressal systems.

23.  Importance of ethical behaviour and effective grievance redressal mechanisms 
       in the insurance sector:
	   Ethical Behaviour:
	    Builds trust between insurer and insured.
                Prevents mis-selling, data manipulation and unfair claims denial.
                Strengthens brand reputation and long-term customer loyalty.
        Grievance Redressal Mechanisms:
· Insurance Ombudsman for free, fast resolution.
· Integrated Grievance Management System (IGMS) for digital tracking.
· Internal complaint cells in insurance companies.
           IRDAI Guidelines:
                    Prescribe conduct codes and time-bound grievance handling.
                    Monitor performance through public grievance dashboards.

24.  Compare and contrast the risk control mechanisms in the banking and insurance sectors.
		Aspect
	
	



		
	Banking Sector
	



		
	
	Insurance Sector




		Nature of Risk
	
	



		
	Credit, Market, Liquidity, Operational
	



		
	
	Underwriting, Actuarial, Policy, Investment




		Regulators
	
	



		
	RBI, Basel Norms
	



		
	
	IRDAI




		Capital Requirement
	
	



		
	Capital Adequacy Ratio (CAR) norms
	



		
	
	Solvency Margin




		Tools Used
	
	



		
	Stress testing, diversification, hedging
	



		
	
	Reinsurance, risk pooling, underwriting standards




		Risk Transfer
	
	



		
	Derivatives, insurance policies
	



		
	
	Reinsurance




		Monitoring Systems
	



		
	Internal audit, ALM committee



		Risk-based supervision, actuarial audits
	






25.  Significance of insurance intermediaries to the effective functioning of 
       Indian insurance market:
Insurance intermediaries play a crucial role in the effective functioning of the Indian insurance market, acting as a vital link between insurance companies and consumers. 
1. Bridging the gap and facilitating access
Intermediaries help simplify the complex world of insurance products, making them more accessible and understandable to a wider population. They guide individuals and organizations in identifying their specific insurance needs and choosing appropriate policies from the diverse options available in the market. They are particularly important in reaching underserved areas and populations where traditional distribution channels might be limited. 
2. Promoting awareness and education
Intermediaries contribute to raising awareness about the need and benefits of insurance amongst the public. They educate potential policyholders on policy terms, coverage specifics, exclusions, and the value of having adequate insurance coverage. This increased awareness leads to higher insurance penetration and better decision-making by consumers. 
3. Providing expertise and personalized advice
Insurance intermediaries, especially brokers, possess deep knowledge of the market, products, and regulations. They leverage this expertise to offer tailored advice and recommendations to clients, ensuring they select policies that align with their individual risk profiles and financial goals. 
4. Streamlining the insurance lifecycle
Intermediaries assist with various aspects of the insurance process, including policy issuance, premium collection, policy administration (like renewals and endorsements), and claims assistance. They serve as a point of contact between policyholders and insurers, helping to ensure a smoother and more efficient experience throughout the policy duration. 
5. Fostering competition and product innovation
By working with multiple insurance companies, insurance brokers introduce competition into the market, potentially leading to more competitive pricing and better terms for clients. Their understanding of client needs and market trends can also encourage and assist in the development of new and innovative insurance products tailored to evolving demands. 
6. Regulatory oversight and ensuring fairness
The Insurance Regulatory and Development Authority of India (IRDAI) regulates insurance intermediaries, ensuring they operate ethically, transparently, and in the best interests of policyholders.
This regulatory framework helps build trust between consumers and the insurance industry. 
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