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QUESTION 1

What is interest rate immunization in the context of bank gap management? 

A. the strategy of holding more interest rate sensitive assets than interest rate sensitive liabilities 

B. the strategy of holding fewer interest rate sensitive assets than interest rate sensitive liabilities 

C. reducing the size of the balance sheet 

D. structuring a bank\\'s portfolio so that its net interest revenue and/or the market value of its portfolio will not be
adversely affected by changes in interest rates 

Correct Answer: C 

 

QUESTION 2

By what means should a financial institution preferably submit SSI changes and notifications to its clients? 

A. e-mail 

B. fax or letter 

C. MTn99 SWIFT message 

D. MT670/671 SWIFT message 

Correct Answer: D 

 

QUESTION 3

It is June. You are over-borrowed from October to January on your deposit book. How would you hedge using FRAs? 

A. Sell 3x6 

B. Buy 3x6 

C. Sell 4x7 

D. Buy 4x7 

Correct Answer: C 

 

QUESTION 4

In order to be introduced in a controlled manner, which areas should be involved before a new product or business
strategy is launched? 

A. Product Control, Legal and Compliance, Front Office, Treasury and Operations 
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B. Senior management only 

C. Front Office and Treasury Middle Office 

D. All relevant areas 

Correct Answer: D 

 

QUESTION 5

Your GBP/CHF rate is 1.3710-15. How many GBP would your customer have to give you to buy CHF 10,000,000.00? 

A. 7,291,286.91 

B. 7,293,946.02 

C. 13,710,000.00 

D. 13,715,000.00 

Correct Answer: B 

 

QUESTION 6

What is the probability of an `at-the-money\\' option being exercised? 

A. Less than 50% probability 

B. 50% probability 

C. More than 50% probability 

D. Zero probability 

Correct Answer: B 

 

QUESTION 7

You have prepared the following economic capital table for the next ALCO meeting: For which of the following risks
should you consider actions? 

A. credit risk 
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B. interest rate risk 

C. liquidity risk 

D. currency risk 

Correct Answer: C 

 

QUESTION 8

Making interest rate swap transactions subject to agreement on documentation: 

A. Is recommended where the complications of the transaction warrant the practice. 

B. Is strictly forbidden. 

C. Is considered bad practice. 

D. Must have senior management approval. 

Correct Answer: C 

 

QUESTION 9

Under the Model Code, it a broker shouts "done" or "mine" at the very moment a dealer shouts "off": 

A. No deal is done. 

B. The deal is done. 

C. It should be resolved in consultation with senior management. 

D. The central bank should be consulted. 

Correct Answer: B 

 

QUESTION 10

Basis risk on a futures contract is: 

A. The risk of an adverse change in the futures price 

B. The risk of an adverse change in the spread between futures and cash prices 

C. The progressive illiquidity of a futures contract as it approaches expiry 

D. The risk of a divergence between the futures price and the final fixing of the underlying interest rate 

Correct Answer: B 
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QUESTION 11

Bank XYZ calls you for a quote in EUR/USD for EUR 50,000,000.00. If you decide to quote, which of the following is
true? 

A. You must be prepared to deal EUR 50,000,000.00. 

B. You may quote without stating the amount you are prepared to deal. 

C. You are only committed to deal in a marketable amount. 

D. You must be prepared to deal for more than EUR 50,000,000.00 in case Bank XYZ wishes to. 

Correct Answer: A 

 

QUESTION 12

The buyer of a currency put option has: 

A. Substantial opportunity for gain and limited risk of loss 

B. Substantial risk of loss and substantial opportunity for gain 

C. Limited risk of loss and limited opportunity for gain 

D. Substantial risk of loss and limited opportunity for gain 

Correct Answer: A 

 

QUESTION 13

Which of the following statements about hedge accounting is not correct? 

A. A prerequisite for hedge accounting is that a hedging instrument is designated as an offset to changes in the fair
value or cash flows of a hedged item. 

B. Hedge accounting enables gains and losses on a hedging instrument to be recognised in the income statement in the
same period as offsetting losses and gains on the hedged item. 

C. If one of the criteria for hedge accounting is no longer met, there is an option to discontinue hedge accounting. 

D. Strict criteria must be met at inception and throughout the term of the hedge relationship in order for hedge
accounting to be applied. 

Correct Answer: C 

 

QUESTION 14

In FX trading a "third party beneficiary" is best described as: 

A. the issuer of a payment for the relevant trade distinct from the counterparty 
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B. the issuer of a payment for the relevant trade identical to the counterparty 

C. the recipient of a payment for the relevant trade distinct from the counterparty 

D. the recipient of a payment for the relevant trade identical to the counterparty 

Correct Answer: C 

 

QUESTION 15

What does the Model Code advise regarding the taping of telephone conversations? 

A. The tapes and other records should be kept until the transaction has been settled B. Firms should ensure that they
comply with local privacy laws 

B. Management should ensure that the installation and control of recording equipment complies with local legislation,
including laws on data protection, privacy and human rights as well as the manufacturers minimum requirements 

C. All front office personnel should have access to these tapes and records 

Correct Answer: B 
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